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Business Management Methods
in Social Action Programs
by Sanford S. Ackerman

Introduction

We taxpayers are going to invest well over a billion
dollars in social action programs during the next year in
an attempt to bring about great changes in our society.
These programs will range from the continuing redevelopment and conservation of our cities to the new war on
poverty in such forms as job-training, community action
centers for social services, and remedial education classes.
Additional millions of dollars of our money will be spent
on highway construction and mass transit development.
The resulting changes in transportation patterns could
easily alter our society as greatly as the post-war shift to
the suburbs, which can probably be attributed to our previous investments i n F H A mortgage insurance, and the
roads which now give us somewhat sluggish access to
them. In a broad sense then, transportation, urban renewal, and poverty programs are all social action programs.
Whether we are, by analogy, minority or majority
stockholders in the vast enterprise which will manage
these social action programs, we should certainly be
interested i n how the programs will be managed, and
whether we are likely to get some worthwhile return on
our investment.
A n analogy between business enterprise and the community renewal, poverty, and transportation programs is
quite appropriate, because unlike welfare and unemployment insurance programs which are penalty costs we pay
for the minor inefficiencies of democratic government and
free enterprise, these new programs represent a kind of
capital investment in the productive capacity of the
gigantic enterprise called the United States. The trans-
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portation system is — or should be — one of the efficient
integral parts of the enterprise. A l l the people who live
here either contribute to the success of the enterprise, by
virtue of their acquired abilities and skills, or retard its
growth by becoming a cost to it when they are not
equipped to live and work in our competitive society. We
certainly must not lose our compassion as men, nor should
we lose sight of our collective responsibility for the deprived and underprivileged members of our community,
but, regardless of the moral, philosophical, and political
justifications which led to it, a decision has been made
to spend large sums of money. This money will be spent
on programs which have never been tried before, to accomplish results which have eluded man since free enterprise was tempered by social conscience.
This is a discussion of how business management methods are being used, and how they should be used to insure
the best possible results in social action programs. I offer
no apologies for using the language of business management to discuss the management of social action programs, but it does not mean that I have lost sight of social
and humanitarian considerations. It is probably time to
abandon the equally worn shibboleths which hold that
businessmen and engineers are insensible to the needs of
people, and that social scientists and city planners live in
a dream world untouched by fiscal responsibility.
The Elements of Effective

Management

The management functions in any enterprise are planning and control. The support of these functions requires
the collection and storage of data necessary for measureT H E
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ment of performance, the computation of differences between actual performance and plan, effective reporting
of the differences to management, and an organization
structure which permits management to correct the controllable conditions which led to the deviation from plan.
There is little consistency in either the form or the substance of these elements in business and industry, but
most enterprises have some manifestation of each. There
is, however, one kind of consistency in business which is
worth noting: the units of measure in which plans are
made, performance is measured, and control is exercised
are generally quantitative, reasonably well defined, and
convertible to dollars for purposes of reporting. One finds
none of these gauges in social action programs, and for a
very good reason — there has never been a program of
sufficient scope, length, and interest to stimulate a persistent demand for results which could be measured. Programs at the local level have been limited to narrow areas
of social action and usually supported by a small, albeit
determined, group of individuals. The desired results of
these programs are rarely quantitative; i.e., specified in
terms of the change one hopes to make in an individual
as a result of the program. The results are even more
rarely measured. I am not implying that there are available measures and that they have not been used — quite
to the contrary, there are very few measures. There has
been, however, little pressure to develop such measures,
and to use them in management of social action programs. By analogy, there has been no S E C or IRS to
require uniform reporting, and no A I C P A to establish
acceptable practices.
JUNE,
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Planning

At the very start then, the management of wide-scope
social action programs is seriously handicapped by the
lack of a body of practice and convention similar to the
one we use in business. The plans for the program cannot
be couched in terms of a measure of success such as profit,
there are no engineered or historical standards of performance, there is nothing which is analogous to a custodial accounting system from which to draw information,
and there is no recognizable organization structure
through which a manager can effect change. O u r concept
of a profit plan extending through each responsible element in the business, and serving as a flexible standard of
performance, is not immediately applicable to the operations of social action programs.
I believe that it is possible to develop some measures of
accomplishment for individual social action programs,
and eventually to combine them into a community social
plan which would be similar to a corporate profit plan.
Initially, however, the planning will have to take other
forms, and be directed toward the establishment of a data
base, an information system, measures of performance in
social action programs, and an effective organization
structure.
What can be done now is to define, as best one can in
quantitative terms, the goals of a program, the work required to attain the goals, the cost in money and manpower to accomplish the goals, the relationship between
the work activities and the goals, and the time sequence
of the work activities which will be necessary to accomplish the goals. As an example of such a plan, consider the
3

programs which are involved in the renewal of residential, commercial, and industrial structures in our cities.
The city finds itself with areas of deteriorated (blighted)
residential and commercial structures. The size of the
blighted area is generally so large, and the social, political,
and legal problems of redevelopment so complex, that
private acquisition and redevelopment are not feasible.
(I do not propose to argue the merits of the existing federal-local renewal organization, private vs. public sponsorship, or the results of many of the efforts; the fact remains
that the problem existed, that the need for renewal was
crucial, and that renewal by public agencies has been
started.) T h e first question is, what should the blighted
area look like after some sort of action is taken? T h e
answer can be found only by considering the city as a
whole, and what it should be like in the future; i.e., by
creating a master plan for the city. The master plan is by
necessity only the most general of plans — a map showing
planned land uses in categories, such as residential, commercial, and industrial. T h e short-range (1-10 years)
questions of what specific areas to treat, the method of
treatment, and the social and financial implications of the
treatment are not answered by the master plan.
A comprehensive plan which does answer these questions is called a Community Renewal Program ( C R P ) ,
and is a requisite of community renewal. A local public
agency is assigned to collect information, analyze it, prepare a C R P , and publish it. We have spent over ten
million dollars on these CRPs in the last five years. In a
large city, a C R P can take longer than two years and cost
more than a million dollars to prepare.
The procedure necessary to complete a C R P is itself
the legitimate object of considerable planning, an example of which is the work done by the Mayor's Committee
for Community Renewal, the local public agency which
is preparing a Community Renewal Program for the City
of Detroit. Touche, Ross, Bailey and Smart was engaged
to give assistance in the preparation of this plan, and to
provide technical consultation in operations research and
data processing.
Figure 1 shows the overall plan and the relationship
between the major work components. The major work
components were further described in increasing detail,
until the entire C R P study was expressed in terms of work
activities to be done, by skill level, at the man-day level.
Figure 2 shows the planning for one major work component at the lowest level of detail.
This type of planning is generally known as network
planning, and in its various forms as P E R T and C P M . It

4

provides a formal structure within which the manager
can specify the work, the resources, and the time required
to achieve a specific goal.
Data Collection and Storage
Planners of social action programs quickly find that
detailed, and even general, planning is severely limited by
the lack of accessible data. This situation has not been
significantly ameliorated by the succession of one-time
collection of data for the specific purposes of other studies.
The major source of consistent information is the decennial census, and it is inadequate for a large number of the
data requirements in social action programs. T h e problem
is not merely one of data processing and reporting—
the specific items needed for planning and for evaluation
of programs are not easily defined. Workers in the social
sciences have not been accustomed to the rigorous definitions of data required when large-scale data processing is
utilized, and the transition from the general to the specific is painful.
In Detroit, one of the most pressing needs of the C R P
study was the source data on which to base its component
studies and analyses. The advent of the local poverty
program, Total Action Against Poverty ( T A P ) , added a
similar, complementary need for data.
The items of greatest interest in the C R P and T A P
programs are not generally available on a consistent geographical and time-period basis, and much useful information is lost in summarization at the source. By the time
historical data can be retrieved in a useful form, it may
no longer be applicable, and the retrieval is often expensive.
T h e planners in the C R P wanted to make certain that
future social data requirements could be met on a timely
and economical basis, and Touche, Ross, Bailey and
Smart was engaged to participate, with the C R P staff of
the Mayor's Committee for Community Renewal, in the
design and implementation of a Social Data Bank System.
A data bank is a repository of many kinds of information arranged so that combinations of information items
can be retrieved by various classifications. For instance,
one might want to find the number of school drop-outs
and the incidence of juvenile offenses in a particular
neighborhood for the months of January, February, and
March. The Social Data Bank can yield such analyses.
T h e Social Data Bank included twenty-five items of
information collected from fifteen agencies when it
started operation in January of this year. The system was
T H E QUARTERLY

Ill

3*
t_l H- * O

L'J

</)

UJ

UJ

8
-v

a.
CX

O

O
f-

j E i2

I

£ g

o
O

O

J«

iov(J
E

S

„o

t «

V*

•-

U

>•
m
0

0
*.

o
o
c

E —
o U

c

U

c
P

°

(

1

J!

E
o
u

.=
u

^1

a?

0
r--

^s S2:

o,

u

u-T

<£ o

0

3

CL

i

R 2:
0

£

u

1
1

0-

s
g
CN

*I>
z.
—

<k>

4)
5.

-

^ d : i-

1

ce

0

J!

^
a.
E
0
U

u
i 1

•5
a
0)

ik

0

Si

?
il

J

0 ° ^

0 " ^

£ s

^

£

*•§

• |

1

<*

Zn

•-

S

«

c?

£*

S

-r<
* l
i

—
3
<K

!fl

.r

**

D£

„
S
#

._

"

-o

0.

—

"o. u fi
£ .* uo f f *s

r;

s

^

a:

S
u.

1 i§

*

R
U
c

00

J£

a

•-S
£ §

>

£ »O

—

0-

0

0

Ji

-

u,«

?«

° IST i

00
00
—

»

^? J

—

0

Q

5" 0 £
^
D- 1 -

2

•

0
Q

.=

0

»--

_c

I!
t I<
E „
0,

0
>-CO CQ O

g-°
"i ^3 S—

ON

11

g1 "J

I < %
U c <->

1

,
"0
oi-e
0
£

0

o- s -•
E .2. S

n

>-

£ _o
—

D

°-o
E

0

0

J=

uo

u u.

—

4-

Q

"« ?
00 —
W - o

0

S «,

1? I
U ° *£

0£

—

.=

_• Q
g
-i

48 1
=
o
£ 8

S! U r- .=

«-

•E

co

—

c

1-0.

1g SJ
O

C-J

cf

""

S

0

p

|

c

1* 1
CQ
iij

1i

p^ •E

O

1 s 43
c
^
—
«"3
S! U

s

l^ -£
3 -5 £E
_
U u-

,£

?

—

-^_E1
°

Q

O

£

*iS

^

D-

£

.E

1

zA "s t

Sd

•

1=

I? 1

U
w

7 J,^

c

i

0
X
_x 00
a>
0

^
!

u

>-

-£ _2
*s> "5 0 D

=

s u
•2
*
«_ ™

i

-

w

S j v ,
=0 o U;-. E0

^1*1
feQ *
•£
to

**0

<§

°-

\l%
z°l
IIH
""•S ai

1

Complete Data
On Bonding Funds

Complete Data
On State And
Federal Funds

il
il

203

T
3
O

1

202

°

j

?i

>-

°"-5 £ e
S U

£

For Capital Improvements
(5)

a.

1* 1
<-> .2

~
"5.—

s.
2

O

J4SS — 1 Clerk
Trends in Bonding Used

c

°l

201

•

>.

CD

State Funds Available
For Capital Improvements

=

a . w—

8

u

H

S°

k

,

£•

•i
0

S

1

Start Collection
of Data Dealing
With Capital

k

1

8.

• s 0
"5.-E S

| JmQ

u% %&

0

si

£
S
-5."? £

„

§ • °

0;
0.

5

.
;

!

• H

|
a
u S

*J
O)
c

£ g

K 2 S S - 1 Clerk
Trend in Local Tax Finds _
, Available for Capital
Improvements
(5)

ort

1

. 8
» £ a
a - S

f, S•1 „ e 2
§£<§

Complete Data
on Local Funds

L

—

CM

cc:

O Q -

CO

1— ce:

=><I

z

o •<

_l _l

co

CM
CO

uc.

Q

a
LU

\-

2
<t
-J

O

_J O

CO LU

o ««t <s.
O

O

Q_ H J Z

PT.

o s. <£
LU
Q
LU
C£
<t
Li.
—1
LU

2

O

_l O

tt

O

o

O

Q_

LU

«t

O

LU

1—
1—
CO

O

O

O

Q-

o

CO

z

o

o

—1 O

<t

CO LU

CO LU

o
L U z

o

<t

Q

CO

O Q£

CO
CO

>l-^

CO h - —

CO

Z

en
o

_J _l

Q_

LU

>-

o

CM

Q

—

LU

O

_l
<£
LU
31

en
o

OQ

O

Q£

Z

en
o

LU
CO

O

•<

C O L U CO

O

<t

CO LU CO

O

• < C O L U CO

O

«et

=

P

OQ

1—

o
o
CO

-<

_l _ ] CO
O

z
CD
LU
Q£

O

o
O

LU
Q£
<S
LL.
_J
LU

*
>1—
—
O

o
o

CO

• < _l _l CO

—1 O

CO LU

CO h - <t

Z Q_

O

z

Q- LU

CO 1—

-<^

CM
O

Q_

O

-1 O

CO LU

O

Q-

L U Z

s—

zo

2£ O

X l U

•< OH

CC LU CO h -

CM
O
ID
OC CO
O

H
Q_
LU
O
<X Z LU
O OH
CD — < t

CO

z

o

LU
O
— i *

CM

o

_l
• < Q_l O
Q_ Q .

—
I—

a:

O
<t

o
CO

o
Q_
O

OH

— Z

Q

LU CO

—

O —
OO

>-

=3
~3

o

O
O

O
LU
Q

I—

O

Figure 4

CLERICAL

TRAINING

PROGRAM

GRADUATES

DATE

YTD

COST

OVER
(UNDER)

ACTUAL

OVER
(UNDER)

PLAN

PLAN *

PLAN

(000)

ACTUAL
PLAN -X-

JAN
FEB
MAR

20
25

235
253
258

$64
80
80

$414
430
430

APR
MAY
JUN

25
35
35

258
268
268

80
100
100

430
450
450

JUL
AUG
SEP

235
235
235

*
*
*

350*
350*
350*

OCT
NOV
DEC

250
250
250

*
*
*

372*
372 *
372 *

1,540

140

ANNUAL

PLAN

$504

$2,604

$4,266
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designed with rigorous accounting controls on the data
from collection through reporting, and a monthly reconciliation is made to insure accuracy. T h e Social Data
Bank should serve not only the immediate needs of the
Community Renewal Program and the Total Action
Against Poverty Program, but should also provide a
meaningful, reliable, and timely source of information for
all interested public and private agencies. T h e system is
designed to store detail data so that future users of the
data will not be penalized by arbitrary summarization and
classification at the source. In the meantime, a monthly
summary is made on the basis of presently meaningful
planning areas and T A P target areas, and reported in the
form shown in Figure 3.
Reporting
As we progress through the management cycle from
planning through control elements, there is less and less
basis on which to compare the management of social action programs to business enterprises, simply because we
have never before had broad-scope social action programs. The kind of reporting described here is either an
example from the pioneering work which we did with the
Detroit C R P and T A P groups, or my own suggestion of
how some elements of profitability accounting and reporting can be effectively used in social action programs.
T h e computer-generated report shown in Figure 3 was
designed to incorporate trend reporting principles. Each
month, the current month's figure is shown in the first
line. Immediately below, the previous twelve months' figures are given, followed by a year-to-date total and a oneyear moving average. The report is given by planning
area — a small area of about a hundred acres which has
boundaries such as major streets, railroad tracks, expressways, etc.
This kind of report would represent a low level of management information in a large business, but it is revolutionary in social action programs. Later, when the
information supplied by such reports is used to formulate
quantitative goals for specific programs, it may be possible
to give the manager of a social action program a report
such as the (fictitious) one shown in Figure 4. I suggest
that although there is no concept of profitability in such
a report, the project costs could be identified by responsibility, within which there are valid measures of performance, and that the variances can be explained by mix and
volume variance analyses — in short, that many of the
concepts of profitability accounting can be used effectively
for management reporting in social action programs.

JUNE, 1965

Organization
The Economic Opportunity Act, which authorizes the
various poverty programs, allows a large number of different kinds of public and private organizations to apply
for funds and to implement the programs at the local
level. City governments, charitable organizations, boards
of education, and even business enterprises can administer
the various programs. T h e only specification of organization at the local level is in such language as, " . . . a program . . . which is developed, conducted and administered
with the maximum feasible participation of residents of
the areas and members of the groups served; and . . .
which is conducted, administered, or coordinated by a
public or private non-profit agency (other than a political p a r t y ) , or a combination thereof."
I do not believe that a rigid specification of organization could insure or promote good management of social
action programs. However, the Economic Opportunity
Act will make it possible for public and private agencies
to obtain funds for programs which will be implemented
without continuing management control above the individual agency level. It is true that evidence of community-wide plans and advisory and coordination groups are
required by the Office of Economic Opportunity, but it is
nevertheless still quite possible that individual programs
at the local level will operate independently, and without
any but custodial accounting controls.
We shall have to wait to see how well the developing
organizations can manage the expanding social action
programs.
Conclusion
The magnitude of expenditures and the far-reaching
effects of broadly-defined social action programs should
motivate us to be interested in their efficient management.
We, as taxpayers, should show an even greater interest in
the management of these programs than in efficient management of routine governmental functions, because social
action programs are investments in the future productivity of the whole country. Their effectiveness will have a
profound influence on whether large segments of our
population will be productive assets or a continuing drain
on our resources.
I believe that management methods which have proven
effective in business can be applied to social action programs; their use will help all of us derive the maximum
possible benefit.
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In July of 1951, Touche, Ross, Bailey & Smart came to
Kansas City. T h e firm of Hull & Crouch merged with
TRB&S, and the Kansas City office was opened.
Kansas City . . . a city a little more than 100 years old,
a city noted for its beautiful residential areas, its stately
elm trees; its wide, tree-bordered boulevards. Visitors to
the city are delighted by the quiet beauty of the Country
Club Plaza, the oldest of the shopping centers, with its
Spanish architecture, numerous fountains and smart shops
and dining places. The Nelson Gallery of Art, the Starlight Theatre and the American Royal, a famous livestock and horse show, are places of interest to see and
enjoy.
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Into this environment came TRB&S. Howard D. Hull
started his own practice in Kansas City in 1937. He was
a native of Ohio, having graduated from Oberlin College in 1919. Prior to forming his own firm he was employed in the Kansas City office of Arthur Andersen & Co.
In 1947, Howard D. Hull and John D. Crouch formed
the partnership of Hull & Crouch and this was the firm
that merged with Touche, Ross, Bailey & Smart.
John D. Crouch graduated from the University of
Kansas School of Business in 1938 and in 1941 received
his law degree from the University of Kansas. He entered
the United States Navy the next year and was discharged
as a Lieutenant in 1945. Having started with Arthur
T H E QUARTERLY

i Young & Co. in Kansas City before the war, he served
two years in New York City and Milwaukee after the war
and attained the rank of manager. Mr. Crouch then rel turned to Kansas City and joined Mr. Hull's firm, which
then became the firm of Hull & Crouch.
With the firm of Hull & Crouch at the time of the
TRB&S merger were two staff men who are now partners
I in die firm. Loren Gale Hoffman was promoted to partner in 1963 and is now head of the Kansas City Tax
Department. He is also a member of the firm's National
Tax Committee. Glen A. Olson, who specialized in management services and headed that department when in
Kansas City, transferred to the newly opened San Diego
office in 1962 as manager in charge of that office and
| was promoted to partner in 1963. One of Mr. Hull's first
employees, Helen R. Root, is office manager and bookkeeper of the Kansas City office.
In December 1951, Richard V. Julian transferred from
i the St. Louis office. He was promoted to partner in 1962
and is now in charge of the Audit Department.
When the firm of Davey & Rader merged with TRB&S
in 1954, John W. Rader became the third partner in the
. Kansas City office.
Increased growth in staff and clients necessitated a
move to larger quarters in 1959, and it was then our
address became 1700 Power & Light Building. Located
at 14th & Baltimore, the building is the tallest in Kansas
City and is a kind of landmark with its outstanding tower
of colored lights. O u r office, with modern decor predomi;

nantly in blues and greys, has received much favorable
comment.
Messrs. Hull and Rader have now retired to advisory
status and Messrs. Crouch, Hoffman, and Julian now
manage the Kansas City office with the assistance of Mary
McCann, T a x Manager, Jerry B. Jackson, T a x Supervisor and Robert B. Miller, Audit Supervisor.
The partners of the firm have all been active in civic
activities in Greater Kansas City. They have served on
various committees of the Chamber of Commerce, United
Fund Drives and many other organizations. Mr. Crouch

I
.

is the immediate past president of the Missouri Society of
Certified Public Accountants, a member of the Board of
Trustees of Research Hospital and a member of the
Board of Directors of Junior Achievement of Greater
Kansas City. He has served on the AICPA's Committee
on Relations with the Federal Home Loan Bank Board
for many years and was a member of Council of the
AIGPA last year. Mr. Crouch is a member of the firm's
Policy Group and the Executive Committee.
JUNE, 1965

Mr. Julian is a graduate of Northwestern University
ind a native of Illinois. H e has participated in programs
of the Retail Group in Kansas City and served on various
committees of the Missouri Society of Certified Public
Accountants.
Mr. Hoffman is a graduate of the University of Missouri. A native Kansas Citian, Mr. Hoffman is active in
civic and professional organizations and is an Elder in
his church, Village Presbyterian, which has a membership of six thousand persons.
One of Mr. Rader's original staff members, Mary J.
McCann has been most active in professional and civic
activities. A graduate of the University of Kansas, Mary
has the honor of being the first woman to be issued a CPA
certificate in the State of Kansas. She has served as national president of the American Woman's Society of
CPA's, and as president of the Kansas City Chapter of that
society. In 1962 she was elected president of the Women's
Chamber of Commerce of Greater Kansas City. The
University of Missouri School of Business selected her as
one of three outstanding business and professional women
in the State of Missouri this year. In addition to her duties
as manager in the T a x Department, Mary is also
responsible for report review.
Great change has occurred in the Kansas City area in
the past twenty-five years. Kansas City has changed from
a city with an economy geared to wholesale trade and
processing of farm products to a city with a broad and
^diverse economic base. O u r office, now in its fourteenth
year as a TRB&S office, has clients in almost all areas of
business activity, including metal manufacturing, food
processing, retailing, wholesaling, transportation, insurance and many others.
Mr. Hull's first client, Russell Stover Candies, has expanded from a small company serving (in 1937) primarily the Midwest, to a company whose candies are now
Entrance
with
with Genevieve

Bernice
Silady

Cox,

receptionist,

conferring

Helen Root, office manager, discussing problem with Mary Leighton,
typing and checking department

in charge of

Mary J. McCann, manager, tax department and in charge of report review

Audit partner Dick Julian with senior Bob Plain and supervisor Bob
sold through over 200 candy shops in more than a hundred major cities throughout the United States. In addition, approximately 4,000 department stores and drug
stores distribute Russell Stover Candies.
Another fast growing client of the Kansas City office
is the Rival Manufacturing Company. This company,
which invents, manufactures and distributes a line of
kitchen housewares, has a recent financial history which
is quite interesting. It was acquired in the summer of
1963 by two investment banking firms, and the following
year a public stock offering was made. O u r firm served
as the company's auditors both before and after the
acquisition.
Iowa Beef Packers, Inc., a comparatively new client,
has had phenomenal growth. T h e company was organized
in 1961 and in this short period of operation has become
the fourth largest beef packer in the country, and was
ranked 309th in Fortune's 1963 list of the 500 largest
industrial corporations. Last year, sales volume was
$181,000,000. By the use of new ideas and energy, Iowa
Beef has demonstrated that success can be achieved by
a new company in an old industry. An alumnus of the
Kansas City office, Maurice L. McGill, joined Iowa Beef
iast year as vice president—finance.
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Miller

The Kansas City office has several clients in the poultry
industry. A long-time client, the Gordon Johnson Companies, manufactures, sells and distributes poultry processing equipment. Arkansas Valley Industries, Inc. is an
integrated poultry operation with the majority of its
plants located in Arkansas and sales in 1964 of $80,000,000. T h e new treasurer of the Company is a former supervisor in the Kansas City office, Kenneth L. Brown. The
American Poultry & Hatchery Federation, another client,
is a trade association of the poultry industry.
The Kansas City office has also been active in the
savings and loan industry. Starting more than ten years
ago, a substantial savings and loan practice has been
developed in Kansas City. The staff has participated on
many programs of the Missouri Savings & Loan League
and the Kansas City Chapter of the Society of Savings
and Loan Controllers. Two partners from Kansas City
are on the TRB&S Savings and Loan Industry Services
Committee: John Crouch, who is chairman of the Committee, and Richard Julian.
With a variety of industries represented in Kansas City
clientele, the Kansas City office is eager to extend its
services to even broader coverage and looks forward with
confidence to the future.
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Regular Friday morning meeting of Management

Group with John D. Crouch, partner in charge presiding

Tax partner Gale Hoffman with tax department's supervisor Jerry Jackson and senior
Tom Curry

\J*

Office of Russell Stover Candies, Inc. Gale Hoffmarl and Jerry Jackson meeting with William
M. Hollis, controller, and Robert Rice, assistant controller and former staff senior of TRB&S

Directors of Small Banks
can better fulfill their responsibilitie
Richard S. Bodman is a member of the management
services
staff in our San Francisco office and a member of the Banking
Services Committee in that office. He joined TRB&S in 1961 and
worked on the audit staff for two years before moving to management services.
Mr. Bodman attended Princeton University and was graduated
with a B.S. degree in engineering. He subsequently attended the
Graduate School of Industrial Management
at Massachusetts
Institute of Technology, where he majored in finance and received
an M.S. degree.
Mr. Bodman is a member of the California Society of Certified
Public Accountants, The American Institute of Certified Public
Accountants, the Budget Executives Institute, and the National
Panel of Arbitrators for the American Arbitration Association. He
is active in several civic and charitable organizations and is currently serving as a director of the Spring Opera of San Francisco.
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T H E QUARTERLY

by Richard S. Bodman

D

URING THE PAST TWO YEARS we have witnessed unpre-

cedented growth in the number of banking facilities. In
California alone more than 85 organizing groups received
charters to enter the banking business. At the same time,
existing banks in the state received approval for and
opened more than 300 branches. As a result of this increase in the number of banking facilities, the banking
system is in need of many additional qualified managers
and directors. This article will describe several of the
major problems faced by new banks, and will outline a
program showing how directors can fulfill their responsibilities by taking a more active part in the supervision of
their banks.
The

Problems

T h e organizing group of a new bank is typically comprised of successful local businessmen, public figures and
professional men. In most cases, none of the organizers
has had significant experience in banking; yet as directors
they assume significant responsibility for the operation of
the bank. In fact, the responsibility of a bank director is
greater than that assumed by directors in any other
industry.
In most cases organizers, upon obtaining a charter,
attempt to locate an experienced banker to shoulder
the full responsibility for operating the bank. Since it is
difficult to find an experienced bank president, the m a n
finally chosen often lacks experience in one or more of
the major functional areas of banking. Few men can be
expected to be fully qualified in all loan areas, in credit
and operation, and at the same time have experience in
investments and asset management. In addition, it is
often economically impractical for a small bank to obtain
qualified back-up personnel in each of these areas, because the small bank usually has to pay a premium to win
such personnel from larger banks. Consequently, the daily
operation of the new small bank, of necessity, falls largely
under the control of one m a n who often does not have all
of the experience required.
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This centralization of power in one man, though perhaps expedient, can be detrimental to the interests of the
public and the stockholders. Segregation of duties and
independent verification and review are fundamental features of any program and assure the safekeeping and
proper disposition of the bank's resources. Concentrated
control over operations by one man is, by definition, contrary to the principles of internal control.
To add to the difficulties of the new bank, management
is under pressure to show earnings as soon as possible. In
meeting competition for increased deposits and new loans,
they may be tempted to incur risks which are out of proportion with the bank's capital resources. A new bank is
more likely to yield to the pressure of the corporate treasurer or county official who is shopping for an extra J4 %
interest on his deposit. Management is also likely to be
less careful in evaluating the credit soundness of potential
borrowers. Evidence of new banks taking these extra risks
is apparent in California where several of the new banks
have offered to waive all or a portion of service charges
on small checking accounts of new depositors; where several are paying the maximum legal interest rate on 91 day
certificates of deposit; and where some new banks have
large problem loans in their portfolios.
The recent closing of the San Francisco National Bank
is an example of what can happen ultimately if these
conditions exist. Although the actual causes of the Bank's
difficulties are not yet fully explained, it is reported that
management had paid very high interest rates to attract
volatile deposits and had been making high risk loans.
In general the newest banks, with the least capital and
the least capacity for sustaining losses, often take the
greatest risks. These banks have an overwhelming need
for management skill. Since it is not practical for them
to pay high salaries to obtain this skill in depth on the
staff, management performance should be closely monitored by the Board of Directors. This is the only way the
Board can carry out its responsibilities effectively and
with a minimum of risk.
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The Directors'

Responsibility

Directors of new banks should continually ask themselves such questions as "What policies can we establish
to assure ourselves that operations will be controlled effectively?" "What steps can we take to assure that the long
term interests of the stockholders are being served?"
"What can we do to assure ourselves that the public
resources are protected?"
One of the first acts of a bank director should be to
study and understand the legal responsibilities of his position. H e must recognize that since banks are quasi-public
institutions, the exposure of a director to liability is
greater than that of a director in other industries and as
a consequence, active participation is vital. In the case,
Rankin v. Cooper, 149 Fed. 1010, a summary of principles underlying the directors' responsibilities was made,
which should be studied by every new director.
T h e director should not hesitate to seek help in interpreting the requirements. Other bankers, state commissioners, the Comptroller's Office, examining authorities,
Federal Reserve Bank officials, lawyers and accountants
all can be helpful in familiarizing board members with
the responsibilities of the director. This is not an easy job;
it is time consuming, but it is absolutely necessary.
What the Board Can Do to Control Bank

Operations

A diligent board of directors can do a great deal to
predetermine the future of a bank and to minimize the
cost of expansion. The board and its committees can actively participate in setting objectives, planning performance and designing operating systems to report and audit
actual performance. While the board should work with
internal management in accomplishing these tasks, it is
essential that board members employ the best outside professional advice they can obtain to help compensate for
their own lack of banking experience. Correspondent
bankers, lawyers, certified public accountants and bank
investment counselors can apply concentrated knowledge
and experience to specific problem areas, whereas internal
bank personnel seldom have the time or experience to
make detailed analyses.
Short-term

Objectives

Although it would be impractical to establish specific
long-term objectives for a new bank until a reasonable
amount of operating experience has been obtained, the
board can and should set in writing a list of sensible shortterm objectives to be sought. Some of the following objec-
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tives might be included in such a list:
1. T h e bank will recover initial organization and operating losses and become profitable within two years.
2. After five years the bank will return 12% annually
on stockholders' equity.
3. The bank will emphasize service to ( A ) , (B) or (C)
sector of the community.
4. T h e bank will seek to grow at an annual rate not to
exceed 50% per year during the first five years.
In connection with these short-term goals, the board
should define a series of target ratios to aid in controlling
the overall structure of the bank's liabilities and, as a
consequence, the risk it bears. Examples of such target
ratios include the following:
1. Capital to deposits
2. Capital to total resources
3. Cash and government bonds to capital
4. Loans to deposits
5. Loans to capital
6. Loans to total resources
7. Investments to deposits
The loan and deposit ratios have been refined and computed for a hypothetical bank on Tables I and I I
(Exhibit I ) .
The new bank often has on deposit a high proportion
of time money from government bodies, savings and loan
associations, title companies, and non-local investors.
Individual deposits may be large in proportion to total
deposits and highly volatile. T h e board should be fully
aware of the circumstances surrounding these deposits
and the potential loss of liquidity if one were withdrawn.
It is for this reason that the author has made a division
between stable and volatile deposits in setting target ratios
in Tables I and II. The division can be made quite easily
if the board and management review the large accounts
with respect to the size of the deposit, the interest paid
and the bank's overall relationship with the depositors.
Having set overall target ratios, the board should establish maximum limits for the size of individual loans of
each variety. In addition, the board should establish
maximum balances for time deposits on account and time
certificates of deposit in order to lessen the effect of losing
any one deposit and to provide adequate protection for
the individual depositor. T h e board as a group should
also determine the maximum interest to be paid for each
type of deposit.
In setting limits and establishing ratios, directors should
bear in mind that the limit of the law is not a measure
of sound business practice. The limits should be estabT H E QUARTERLY

Exhibit I
Table I
Loan Rates

Commercial loans
Installment loans
Real estate loans
Other loans
Total

%of

Total
dollars

%of
total
loans

3.9 mil
1.5 mil
1.0 mil
1 mil

60
23
15
2

J_

6.5 mil

100

55

Percent of Deposits
Total
Volatile

total
resources

33
13
8

150
58
38
4

39
15
10

250

65

J_

Table I I
Deposit Ratios*
%of
total

Demand deposits
Savings deposits
Time certificates
Public deposits
Other
Total

55
30
8
6
1
100

Deposits
Total

Volatile

Stable

5.5 mil
3.0 mil
.8 mil
.6 mil
.lmil

.8
.4
.8
.6

4.7
2.6
0
0
.1

10. mil

2.6 mil

7.4 mil

% stable to
total deposit

85
87
0
0
100
74

*The amounts and percentages in the above table are not suggested ratios; they were included only as an aid to understanding the
computation of the ratios.

lished in proportion to the risk bearing capacity of the
individual bank.

currently with the bank should be analyzed in the same
fashion to make allowance for changes in the amount of
these.

Establish a Profit Plan
Requirements
Once the board has determined its short-term objectives, target ratios, and limits for relationships with individual customers, it should request that annual profit
plans be prepared by management. T h e purpose of this
plan is to put one-year goals in tangible and more detailed, written form so that the board can later use comparisons of actual with planned performance as a tool in
evaluating the effectiveness of management.
During the early years of a bank, the profit plan need
not be too sophisticated. T h e necessary items would include planned balances for all balance sheet accounts,
and budgeted expense accounts on a monthly basis. Management must participate in the creation of the plan.
The board cannot expect them to carry out a plan which
was constructed without their approval.
T o plan changes in deposits, the board and management should prepare a list of all prospective depositors
and make an estimate of the amount that could be obtained from each. Then, after specific assignments to seek
these deposits have been made to board members and
managers, it will be much easier to arrive at a realistic
estimate of new deposits to be booked. Major accounts
JUNE,
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for Reporting

System

Since the primary method of evaluation and review by
board members involves analysis of the monthly reports
prepared by management, the information in the reports
must be pertinent for control purposes. The most meaningful approach is to design the reporting system so that
actual results of operation are compared with planned
performance. T h e reports should highlight areas where
actual performance varies from planned so that the
board can concentrate on them.
Sample reports of balance sheet items for the XYZ
National Bank are shown in Exhibit I I .
Note that these reports show actual and variance
amounts by account at the end of each month. Planned
balances could be included if the board felt it would
make the statements easier to understand. In addition
to focusing attention on variances, the reports also show
trends by reporting each month on the same page. Thus,
changes over time can be noted. Important overall ratios
are shown on this report to help simplify the analysis of
the statements.
The board should review similarly constructed monthly
reports on "Deposit and Capital Position" and "Opera-
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tions". For the small bank this latter report should contain a breakdown of all significant income and expense
items by natural classification. The balances should be
compared with planned amount in the same manner as is
shown in Exhibit II. A year-to-date balance should also
be shown against plan for income and expense accounts.
A highlights report should also be prepared which
would show the present position and current operating
results in summary on one page. Even in a very small
bank this report is necessary because it allows each
board member to briefly familiarize himself with overall
results before making a detailed review of other statements.
Included with these reports should be detailed schedules of the following items:
Losses and chargeoffs
Resources and non-recurring profits
Loans granted and paid off
Securities purchased and sold
Outstanding loan commitments
Applications for new loans
Delinquent or otherwise questionable loans
Overdrafts
Significant new deposit accounts opened and old accounts closed
Other special items
Duties of the Board

Committees

Three committees of the board — the loan committee,
the investments committee, and the examination comm i t t e e — have much of the burden of setting up the
plans, supervising and reviewing daily operations.
The loan committee (which should contain at least two
non-management members) in a small bank should perform two functions:
1. T h e committee should be the ultimate point of
authorization for all loans in excess of management's lending limit; this limit having been previously set by the committee.
2. T h e committee is responsible for approving all new
and renewed loans made during the month between
meetings.
In order to prevent the loan committee from making
only a perfunctory review of smaller loans, the directors
should insist that one of their non-officer members review
the discount register directly and present the controls
to the board. To assure that the review of loans for approval is adequate, the loan committee should establish
a checklist of all points to be covered in review.
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The investment committee is responsible for approving
all securities investments of the bank. In the case of a
new bank, a non-management member of this committee
should review and approve all investments in securities
before the investment is made. If management is skilled
in investment decisions, they should be given more latitude in making investment decisions which would be
subject to subsequent review by the committee as a
whole.
T h e directors and management of many new banks
have been relying on correspondents to make investment
decisions and to execute securities transactions. Although
this is an acceptable approach, it should be noted that
management of correspondent banks make investment
decisions based on their own corporate objectives which
may not be applicable to a new bank.
The examination committee is charged with the responsibility of assuring the board that their established"
policies concerning the following areas are being carried
out:
1. Division of duties
2. Vacations of officers and employees
3. Authority of officers to buy and sell securities and
make loans
4. Scope and frequency of internal audit procedures
5. Directors' examination and outside audits
Since the members of the examination committee
seldom have the time or experience to perform the audit
and review the procedures necessary, much of the work
must be delegated. In a small bank, however, it is not
economical to employ permanent internal auditors and it
is difficult for a part-time internal auditor who has
other duties in the bank to be independent. The best
way to resolve this problem is to employ independent
public accountants to perform the annual directors'
examination on behalf of the examining committee.
Thus, the board pays for audit capacity only when used.
In conclusion, we have seen that management of new
banks is often tempted to take extra risks to show early
earnings and to grow fast. In addition, there is seldom
sufficient management depth to plan and control effectively the overall operation of the bank. As a result, the
board of directors must take measures to maintain control
over management and operation in order to limit their
own risk and to protect the interests of stockholders
and customers.
T h e consequences of failing to control bank operations
can be severe. The board of directors cannot afford that
risk.
T H E QUARTERLY

A client of our Memphis office since 1955 .
There are listings and indexes in which the inclusion
of an organization's name brings prestige, but the inclusion of its story in an encyclopedia attests to its permanency and accomplishment. The Encyclopedia Americana,
after describing the sick state of the cotton industry in
the thirties and its improvement thereafter, states that
"many agencies and individuals have made efforts to improve the cotton situation and conditions among southern
farmers" but it names only one. It reads, "Outstanding
among the various groups is the National Cotton Council
of America, an organization representing producers,
ginners, warehouse men, merchants, crushers and spinners. Since its organization in 1938 it has spent thousands
of dollars annually in research, in the collection and dissemination of information and in promotional activities
designed to make the production and distribution of cotJUNE,
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ton and cotton seed more efficient and to expand the consumption of cotton and cotton seed products."
To bring the Encyclopedia's account up to date, it
should be added that the Council's relatively shoestring
budget of around $100,000 in 1939 has expanded to over
$3 million dollars for the year 1965, and that millions
more are available for research and promotion through its
allies in government and industry and through other organizations it has inspired and with which it cooperates.
The council was founded by Oscar Johnson, of Scott,
Mississippi, in 1938 when prices received by United
States cotton growers were distressingly low and individual acreage distressingly small, when synthetic fibres
threatened rivalry and exports were cut down by the
increased competition of cotton growers in other countries.
" T h e industry must unite behind cotton for its very
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*W. Ross Junkin, supervisor from the Memphis office
of TRB&S, goes over an audit report with Louis
V. Rando, assistant treasurer of the National Cotton
Council of America.
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'Clinton R. Pearson, partner-in-charge of the TRB&S
office in Memphis meets with Wm. Rhea Blake,
executive vice-president and secretary of the National Cotton Council.

T H E QUARTERLY

existence," Johnson told a gathering of government officials and leaders from all over the cotton belt states at
a meeting at Delta State Teachers College, on June 15,
1938. A resolution approving the organization of a central council was passed, and Mississippi Governor Hugh
White promised a state appropriation of $9,000 to get
the organization on its feet. Temporary officers named
were Oscar Johnson, chairman, W. T. Wynn, treasurer,
and Wm. Rhea Blake, secretary.
During the following five months the three men, along
with other cotton leaders, traveled throughout the cotton
belt with unflagging missionary zeal preaching the need
for a central organization and setting up state units.
After the first organizational meeting a newspaper
reported, " I n the mezzanine floor assembly room of
Memphis Peabody Hotel, cotton history is being written
this 21st day of November, 1938.
"For the first time in the life of sick King Cotton,
organized representatives of every activity in every cotton
producing state are meeting together as a Committee
on Organization to adopt a semi-permanent program on
which all are in general agreement."
Included in the 87 members Committee on Organization were members of five cotton interests, producers,
ginners, warehousemen, cottonseed crushers and merchants. Spinners were added in 1941 and cotton cooperatives became a separate interest in 1963.
At its first annual meeting in 1939 the Council elected
Oscar Johnson chairman of the board and president and
among other officers Wm. Rhea Blake was again elected
secretary. Mr. Blake was shortly afterwards employed as
full time secretary, and today is executive vice president
and secretary. His offices are in the handsome pillared
Oscar Johnson Cotton Foundation building which was
built in Memphis in 1955 and dedicated to the memory
of the founder, who died in that year.
Today the Council has become, as its twenty-fifth
annual report puts it in describing its program of economic and market research, "the eyes and ears of the
over-all effort to advance cotton." T h e report lists as
"Milestones in Program Activities," sales promotion,
foreign trade, production and marketing, utilization
research, government activities, public relations and field
service. T h e full listing of yearly accomplishments in
these fields is so long it runs some 50 pages.
The general public is probably most aware of sales
promotion and public relations. T o quote the report
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again, "Publicity has always been and remains today a
fundamental means of multiplying the Council's promotional dollars. And^ over the years, the Council has
found many other ways of multiplying its money. It has
done this through projects yielding advertising and publicity expenditures by others and through establishment
of 'cooperative campaigns' financed in major part by
manufacturers interested in particular cotton products."
Such is the "Maid of Cotton." The Maid first appeared
in 1939 and each year since a new one has been selected
for her beauty, personality and her ability to model an
all occasion wardrobe made by top fashion designers.
Her wardrobe has been modeled in major stores all over
the U.S. and Canada. She has appeared on magazine
covers, newspaper pages, television and in 1949 made her
first world tour with publicity pictures showing her
posing before London's Big Ben and riding a camel in
Pakistan.
In the same category, the annual Cotton Fashion
Award ceremony takes place in New York each year.
At this time the designer whose creations best express
the trend setting use of cottons in American fashion
is presented with the Council's trophy, a Steuben glass
bowl engraved with a cotton blossom and inscription
before an audience of city officials, designers, the fashion
press and retailers. A fashion show follows which presents
the versatility of cotton fabric in morning, street, travel
and evening clothes, to the retailers and press and
through them to women across the country.
Other examples in this area are the "5000 Years of
Cotton Fashions" retail events, news and photo services
and joint campaigns featuring canvas awnings, cotton
bags, cotton batting and linen supplies.
A striking addition to the cotton publicity program
began in 1963 when the Cotton Producers Institute, an
organization established by cotton growers with which
the Council fully cooperates, began a yearly campaign
which spends nearly a million dollars on national T V
advertising to bring the cotton story into homes throughout the nation.
The Council has also played its part in foreign market
development. Today cotton market programs patterned
after those in the U.S. have gone into action in sixteen
foreign countries.
From the beginning the Council's highly trained technical research staff, in addition to its own effective research, has cooperated widely with the U.S. Department
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New York's Mayor Robert Wagner (center)
presents
designer Geoffrey Beene with the 1965 Cotton Fashion
Award trophy while the Cotton Council's president, G.
C. Cortright, looks on. Appropriately, the Steuben glass
cotton bowl is filled with — what else — cotton!
Judy Hill, 1965 Maid of Cotton, is from Fort Worth,
Texas. She is in her sophomore year at Texas Christian
University.
of Agriculture, with private firms that have a stake in
the cotton industry and with organizations working in
pursuit of common interests like the Foundation for
Cotton Research and the Cotton Producers Institute.
Quoting the report for a third time, " T h e Council
has pushed vigorously and successfully for increased
government research appropriations for cotton and for
agriculture generally. It has brought innumerable research leads to the attention of commercial firms which
are concerned with farm equipment, agricultural chemicals, ginning, marketing, textile machinery, chemical
finishing and the like."
"All told, the combined spending on cotton research
has increased from $5 million to over $21 million since
World War I I . The Council has played a central role in
bringing this about."
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Tax Plannin
for Estates
by Bernard M. Mulvey

Bernard M. Mulvey, our Director of Tax Research, was with the Appellate Division of the Internal Revenue Service before joining TRB&S. He
is responsible for the weekly Tax Letter and Tax
Research Files which emanate from the Executive
office, and has written numerous articles on taxation.
His most recent work, which appeared in the May
issue of TAXES, "Year of Sale Depreciation", will
be reprinted in the NEW YORK LAW
JOURNAL
shortly.
A native of New York City, Mr. Mulvey received
his BS degree from New York University where he
majored in accounting, and an LLB from St. John's
University. He is presently completing his requirements for an LLM at New York University Graduate School of Law.
Mr. Mulvey is chairman of the Legislation and
Tax Reform Committee of the New York University Tax Society and is also a member of the Federal
Tax Forum.

Estate planning today has become a continuing lifetime proposition. An individual with wealth may face
estate tax problems whenever he is involved in a financial
or property transaction. His habits of gift-giving, his manner of buying property, the way he solves his marital problems—all have estate tax consequences.
However, to say that tax consequences are omnipresent
is not to say that they should be the tail that wags the
dog. It is important to remember that the most important
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factor in any estate plan remains the client's wishes for
the disposition of his money. Any sound estate plan must
be geared to the client and his particular economic and
personal situation. Tax considerations alone should never
dictate the disposition of an estate.
Tax planning should be undertaken only after what an
individual wishes to do with his money has been established. While good tax plans must and do vary from individual to individual, there are certain basic tools used
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by all estate planners in the construction of estate tax
plans. In the following paragraphs we will discuss many
of these, incorporating in our discussion several recent
developments in estate taxation which may necessitate
changes even in existing estate plans.
Use of Lifetime

Gifts

The simplest way to reduce an estate tax is to give away
property during one's lifetime so that there is less in the
estate to tax at death. While there is a tax on gifts, the
rates are about 25% lower than the estate tax rates. There
is a separate set of brackets, permitting a shift from top
to bottom rates, and the gift is computed at present value,
which hopefully is less than value at date of death. In
addition, through the use of the $3,000 annual exclusion
and the $30,000 lifetime exemption, substantial amounts
of property may be transferred without incurring any
tax at all. (A husband and wife, by splitting the gifts made
by either, may receive an annual exclusion of $6,000 and
a joint lifetime exemption of $60,000).
While lifetime gifts may seem a simple method to use,
in practice there are several pitfalls which must be
guarded against. For one, only complete gifts or irrevocable transfers in trust in which the settlor relinquishes
his rights and control over the property can succeed in
removing the property from the purview of the estate
tax. There must be a complete surrender of all interest
and control since, under sections 2036 ; 2037 and 2038 of
the Code, an estate tax will be imposed upon any life
transfer in which: 1) possession or enjoyment is retained
by the transferor until his death, 2) the transferor retained until his death the right to designate the persons
who should possess or enjoy the property, 3) the transferor retained a life estate until his death, or 4) the transferor retained the power to alter, amend, revoke or
terminate the gift until his death. Many a potential donor
has had strong reservations about making such a complete surrender of his property to his intended beneficiaries during his lifetime!
One interesting development in this area is the current
contention by the Internal Revenue Service that an individual who takes (or transfers) title to a residence in his
wife's name, but continues to live in the house for the rest
of his life, has in effect retained the possession or enjoyment of the property so that the residence is to be included in his gross estate upon his death. The IRS has
sporadically attempted to assert this position in the past
but early case law provided little support for it, the courts
generally holding that the property would not be in-

28

eluded in the decedent's estate if it was conveyed without
any valid reservations or conditions whatsoever. O n the
other hand, a recent case 1 indicates that the courts are
now looking more to the actual substance of these transactions to determine if, in fact, a complete and unequivocal gift was made. Thus, a husband who makes a legal
transfer of residential property to his wife with an oral
agreement or understanding (whether or not enforceable
in a court of law) to the effect that he is to enjoy the use
thereof for his lifetime may now be unsuccessful in any
attempt to avoid inclusion of the property in his taxable
estate.
Even if the donor has made the necessary outright
transfer of the property in question, there always remains
the possibility that an estate tax will be imposed if the
transfer is determined to have been made "in contemplation of death." Under section 2035 of the Code, a rebuttable presumption is created that any transfer made by
the decedent within the three year period prior to his
death is made in contemplation thereof. O n the other
hand, transfers made before such three year period are
conclusively deemed not to have been made in contemplation of death. Thus, if the donor survives for three years
after the date of the gift, the Commissioner cannot assert
that the transfer was motivated by thoughts of death.
The fact that the donor dies within three years from
the date of the gift does not ipso facto result in inclusion
in the estate. If it can be established that a dominant living
purpose motivated the gift, then the presumption is rebutted. Thus, in cases involving young and middle-aged
donors in good health, it is seldom that the "contemplation of death" presumption is not rebutted by the estate.
Even in situations involving elderly people, when there
is some doubt whether the transfer will or will not be
deemed to have been made in contemplation of death,
such a transfer should still be advised in many cases. If
death should occur within the three year period the estate
has the right to introduce facts to prove that the thought
of death was not the inducement for the gift. At the very
least, this right gives the estate a powerful weapon in
bargaining discussions with the Service. In the rare case
where death occurs during the critical period and the
gift is conceded to have been made in contemplation
thereof, any gift tax paid or owed will serve to reduce
the donor's gross estate by the amount of the gift tax
(a gift tax is due on the transfer even if the gift was made
in contemplation of d e a t h ) . In addition, a credit is given
against the estate tax for the amount of the gift tax
paid. 2 Because of this so-called double deduction, in
T H E QUARTERLY

many cases estate taxes will actually be saved even if the
gift is deemed in contemplation of death.
T h e purchase of property in joint ownership presents
its own special problems. A common practice is for a
husband to purchase (with his funds) property in joint
ownership with his wife or children. It should be noted
that upon the husband's death the full value of such
property will be included in his estate for estate tax purposes. 3 Moreover, the husband may incur a gift tax liability at the time the property was purchased in joint
ownership. 4 (Even if the wife did contribute part of the
purchase price, the full value of the property is still
presumptively included in the husband's estate. T h e burden is then placed on the estate to trace back and establish that the wife's personal funds were so used.)
Once it is determined that a plan of lifetime gifts
should be adopted, a decision must then be made as to
whether the transfers should be in the form of outright
gifts or in trust. In many instances, an outright gift of
the property may not be feasible (for example, the beneficiary may be incapable of managing the property). It is
still possible to reduce the impact of estate taxes by making a gift in trust. To avoid inclusion, however, the trust
must be an irrevocable and unamendable one (that is,
the trust does not fall within the provisions of Sections
2036, 2037 and 2038 discussed above). By transferring
the property in trust and designating a reliable trustee
to administer the trust, the beneficiary will be afforded
the necessary protection.
In addition, where the total contemplated gift is substantial, it may be especially advisable to utilize the trust
form to save an estate tax on the second generation. Thus,
if a testator were to make a testamentary bequest to his
son, the property would be subject to an estate tax in his
estate and, subsequently, in that of his son. However;, if
the bequest was in the form of a trust which gave the
income from the property to' the son and, at the death of
the son, passed the principal to the son's children, there
would be no inclusion of the principal in the son's estate.
It is important to remember that any systematic plan
of gift-giving should not violate basic planning principles.
Thus, gifts should not be made which would leave the
donor frozen, or unable to conduct his usual business
affairs. Other factors to consider are possible increases in
the cost of living, later illness and other emergencies, and
the possible effect on the liquidity of the donor's estate.
These considerations may very well outweigh the tax
advantages to be gained by the transfers. A final caveat:
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the plan should always be sufficiently flexible so as to
permit changes as circumstances might, in future, dictate.
Use of Life

Insurance

Life insurance is an essential part of most sound estate
plans. In addition to its ability to protect dependents
against the loss of the insured's future earning power, it
can provide liquid funds for payment of estate expenses
and anticipated tax liabilities, thus precluding any inconvenience in administering and settling the estate because of difficulties in obtaining necessary cash. In addition, this cash liquidity can make unnecessary any forced
sale of assets (usually at a loss) because of tax-induced
pressures.
Life insurance is often used as a means to fund business
purchase arrangements. Thus, when a client has a partnership interest or owns stock in a close corporation, the
difficulties of finding a market for his interest at the time
of his death (or, on the other hand, the desire to ensure
that his holdings do not fall into alien hands) often
motivate him to enter into an agreement with his associates, employees, or the company itself whereby he
obligates his estate to sell his business interest to the
contracting party. T h e party of the second part, in turn,
obligates himself to purchase the interest at a certain
specified price. Insurance policies on the individual's life
often provide the necessary money with which the purchasers meet their obligations under such a contract.
Under section 2042 of the 1954 Code, proceeds received
from insurance policies on the life of a decedent are includible in his gross estate only if the policy is payable
to his estate or executor or if the decedent retained any
incidents of ownership in the policy at the time of his
death. Incidents of ownership include the power to assign
the policy, to borrow on the policy, and to designate or
change the beneficiaries of the policy. Section 2042 repealed the premium payment test existing under the
1939 Code so that the mere payment of the insurance
premiums by the insured is no longer a ground, in and
of itself, for inclusion of the proceeds in his gross estate.
It is now possible, therefore, for a person to transfer substantial amounts of assets free of transfer taxes (except
perhaps the gift tax) through premium payments on
policies on his own life. As seen above, as long as said
person is not the owner of any of the incidents of ownership in the policy at the time of his death, and his estate
is not the beneficiary of the policy, Section 2042 will not
be applicable.
One cautionary note should be sounded, however. The
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insurance provision in the Code has never been regarded
as exclusive and insurance proceeds not includible in the
gross estate under section 2042 may still be taxed as
property transferred in contemplation of death, or as a
transfer intended to take effect at death. Thus the Commissioner has, in the past, repeatedly attacked transfers
of insurance made within three years of the transferor's
death under the "contemplation of death" provision.
In recent days, the Service has been contending that
even the premiums paid on such policies by the insured
within the three years preceding his death constitute gifts
in contemplation of death under the statute. In this vein,
there is some indication that the Service, relying on Liebmann v Hassett 5 (a case which arose under the 1934 Act)
will attempt to include in the gross estate not just the
given premiums but, instead, that portion of the total
proceeds of the policy which the premiums deemed paid
in contemplation of death bear to the total premiums
paid.
There are at least two possible taxpayer counter-attacks
to this new Treasury onslaught. First, the taxpayer can
argue that, in view of the legislative history affecting life
insurance, it would seem that the Treasury is attempting
(at least in part) to reintroduce the premium payments
test which was expressly repudiated by Congress when
it enacted section 2042 of the 1954 Code. However, in
the writer's opinion, such an argument would be ineffective to prevent the inclusion in the gross estate of at least
the actual premium cost paid by the decedent during
the three years before his death. It is doubtful that the
courts would go along with the thesis that a gift which
is made in contemplation of death to pay life insurance
premium costs should be treated differently from any
other gift made in contemplation of death.
On the other hand, the legislative intent argument
might be successful in countering any Treasury attempt
to include in the decedent's estate a portion of the insurance proceeds based on the relationship between premiums paid during the critical period and the total
premiums paid. While it is true that in Liebmann v
Hassett (which arose before there was a premium payments test) the court included in the gross estate of the
decedent that portion of the proceeds of the insurance
policy which was related to the premiums he paid, the
court was basically faced with the problem of valuing a
gift of a life insurance policy which it had initially determined to be part of the decedent's gross estate because
it had been made in contemplation of death. Thus, policy
proceeds were placed in the insured's estate in Liebmann
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because a gift of the policy had been made in contemplation of death; not because the insured had paid any or
all premiums in contemplation of death.
A second possible counter-attack can be derived from
the statute itself. It should be remembered from the
previous discussion that section 2035 only creates a rebuttable presumption that any gift made within three
years of death is made in contemplation thereof. Thus,
even if one were to assume that section 2035 does have
applicability in the area of insurance premium payments
(which in the writer's opinion it does), it is important
to note that a transfer involving life insurance does not
in and of itself create an inference of contemplation of
death. If the taxpayer can show that a dominant living
purpose motivated the payment of the premiums by the
insured (e.g. payments were made pursuant to the provisions of a separation agreement), there will be no inclusion in the insured's gross estate by virtue of section
2035.
While these two approaches may have to be relied
upon in current cases involving decedents, it is possible
to avoid the predicament completely by proper estate
planning which would ensure that the beneficiary himself
pays the premiums after the policy has been transferred
to him. This may not be such an easy undertaking.
If the beneficiary is capable of paying the premiums
from his own financial sources, there is no difficulty. However, more often than not, a gift of life insurance is made
to a spouse or other object of the insured's bounty who
lacks sufficient personal funds to make the premium payments. If the insured were merely to transfer the necessary funds to the beneficiary who, in turn, made the
necessary payments, it is likely that the government would
contend that the insured indirectly had made the payments. However, whether or not the government has
authority to trace back through the years the sources of
premium payments, as it did under prior law, remains
to be seen.
A good approach to obviate this line of attack (using
for example purposes the husband-wife relationship)
might be to have the husband revise his estate planning
techniques. By adopting a systematic plan of making
outright gifts of property having an income potential to
his wife during his lifetime, the husband can provide his
spouse with an independent source of income (that is,
one in which no restrictions are imposed as to the use of
the income). Subsequently, if the wife were to take out
a policy on her husband's life (naming herself as beneficiary) , or the husband were to transfer an existing policy
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to his wife, relinquishing all incidents of ownership, she
would then be in a position to make the premium payments. In this way, no part of the insurance proceeds or
premiums would be included in the husband's gross
estate (assuming the husband lived in excess of three
years from the date the policy was transferred), since
case 6 law has held that whereas the principal property
transferred by a husband to a wife is traceable back to the
husband, the income from such principal is deemed to
be the sole property of the donee wife, ab initio. Of
course, the husband must pay a gift tax on the value of
the transferred property a n d / o r the life insurance policy,
but this would be at a substantially lower rate.
No discussion of the latest developments in this insurance area would be complete without reference to the
recent Supreme Court decision in Commissioner v Noel. 7
In the Noel case the Third Circuit had held that the
proceeds from an airplane accident insurance policy
(commonly called flight insurance) were not includible
in a decedent's gross estate as "life insurance" under section 2042(2). The court reasoned that, unlike the life
insurance policy, such a contract was in effect an agreement to indemnify the insured (or in case of death, his
beneficiary) for any loss sustained by reason of a certain
event (an accident) which might or might not occur.
Life insurance, on the other hand, was deemed to be a
contract by which the insurer agreed to pay a specified
sum upon the occurrence of an inevitable event (the
death of the insured), regardless of its cause. The Court,
in construing section 2042(2), held that its purpose was
to encompass only the regular type of life insurance policies in which it could be said that the insured acquired
an immediate estate, and not accident policies in which
neither insured nor beneficiary acquired anything more
than a defeasible right.
The Supreme Court, however, rejected the Third
Circuit viewpoint in its holding that Federal estate taxes
could be collected on flight insurance proceeds. In the
Court's viewpoint, the only way in which such taxation
could be avoided would be for the insured to irrevocably
sign away his right to the policy, including his right to
change the beneficiary. (It would seem to the writer,
however, that any such irrevocable transfer of rights will
inevitably be attacked by the Service under the "contemplation of death" provisions).
Use of the Marital

Deduction

As provided in section 2056 of the Internal Revenue
Code, there may be deducted from the gross estate of a
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decedent an amount equal to the value of property passing
to his surviving spouse to the extent that such property
does not exceed 50% of the decedent's "adjusted gross
estate." In general, the "adjusted gross estate" is equal to
the gross estate reduced by the amount of any community
property included therein and less expenses, claims, losses
and certain taxes.
This marital deduction is one of the most important
tax savings devices for estate planners. When properly
utilized, it can effectuate substantial savings in the transfer taxes paid by a family in passing its wealth from one
generation to the next. However, a word of caution —
the courts construe the marital deduction provision strictly
and deny the benefits thereof in cases where the terms of
the instrument are at variance with the requirements of
the Code.
The basic requirement in section 2056 is that property
qualifying for the marital deduction must be includible
in the surviving spouse's gross estate if still in his or her
possession at time of death (the terminable interest restriction) . T h e simplest form of qualifying provision is
an outright bequest to the spouse. On the other hand, an
example of a bequest that would be disqualified is one
"to my spouse for life, remainder to x" since, in this
latter case, the value of the subject property would not
be included in the surviving spouse's estate upon death.
As can be seen from the above, problems in this area
will arise when, for one reason or another, an outright
gift to the surviving spouse is considered inadvisable. (For
example, a husband wishing his wife to receive income
from a marital trust solely, can qualify the trust for the
deduction by granting the surviving spouse a general
power of appointment as to the remainder.) In such case,
careful will drafting is called for to ensure that the disposition does not violate the terminable interest provisions.
One recent development in this area has been the issuance of Revenue Procedure 64-19. 8 The background
prompting its issuance was as follows. Soon after the
marital deduction was first introduced into the tax law,
estate planners devised ingenious formulas to ensure that
the deceased's estate would receive the maximum marital
deduction (that is, fifty percent of the adjusted gross
estate). The so-called pecuniary formula bequest was introduced under which, in terms, the surviving spouse
was left property in an amount exactly equal to fifty
percent of the testator's adjusted gross estate, as finally
determined for estate tax purposes (less property passing
to the widow outside the will but includible in the gross
estate).
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Problems arose when the assets in the estate appreciated before the date of distribution over their federal
estate tax values. Under the income tax laws, the satisfaction of a pecuniary bequest with such appreciated
property would result in a capital gain to the estate. 9
T h e problem was met by the use of a provision in conjunction with any formula bequest which permitted the
executor to satisfy the marital bequest by a distribution
in cash or in kind, at values as finally determined for
estate tax purposes.
This power granted to the executor enabled him to
manipulate the assets in the estate so that in many cases
the estate got the full fifty percent marital deduction
when much less than fifty percent of the estate (at date
of distribution values) was distributed to the widow.
Particularly in cases where the wife had a substantial
estate of her own, the executor would allocate to- her
those assets that had depreciated in value from the federal
estate tax valuation date. The appreciated assets were, in
turn, diverted over to the residuary beneficiaries (usually
the children).
Revenue Procedure 64-19 attempts to solve the problem by setting forth certain rules whereby the marital
deduction will be allowed in the full amount of a pecuniary bequest if under applicable state law or by the
express or implied provisions of the will either:
1) the fiduciary must distribute in satisfaction thereof assets having a market value on the date or dates of
distribution at least equal to the amount of the bequest, or
2) the fiduciary must distribute assets, including cash,
fairly representative of appreciation or depreciation in
the value of all property available for distribution.
If the estate cannot show that either of these requirements is met, the Service presumably will disallow a marital deduction for the bequest.
Ever since the marital deduction was first introduced
in the Internal Revenue Code, estate planners have devised elaborate schemes for its maximum utilization. In
too many instances, the testator's wishes have been sacrificed solely to effectuate a savings in the estate tax. It
should be emphasized that a married estate owner is
not compelled to use the marital deduction. Thus, if a
client doesn't want his wife to have the requisite degree
of control over the property or even if he just prefers
to leave the bulk of his property to> someone other than
his wife, his wishes should control. Again, if his wife has
a substantial estate of her own, any estate tax savings
now through the use of the marital deduction may subject her estate to even greater estate taxes. In short, the
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point to keep in mind is that the marital deduction is
merely a device to save taxes and, in common with similar devices discussed above, should never be recommended or employed without careful consideration of
all relevant factors.
Conclusion
Once an estate tax plan is decided upon, using any or
all of the devices mentioned above, it should not then
be pigeon-holed pending the eventuality of death. A
system of periodic review should be adopted so that the
plan can be reexamined in the light of the current family
and economic conditions and the ever-continuing evolution of estate tax provisions.
The time has long since passed when a standard-form
will, purchased at the corner drug store, constituted an
adequate estate plan. However, unlike the income tax
area, there is still a high degree of unawareness as to
possible alternatives and elections in this ever-growing
field. Expert advice should be utilized at all stages of the
estate planning process so that the fruits of a lifetime of
work are not dissipated.
If the entire estate planning team, the accountant, the
attorney, the insurance man, and the trust officer, cooperate in the planning process, the benefit of the experience, knowledge, and advice of each in his separate
field can be coordinated to provide a plan to satisfy the
client's wishes and, at the same time, take advantage of
the best methods of minimizing taxes.
1
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Some Predictions:

Management Sciences
in Accounting
by H. Justin Davidson
The public accounting profession, throughout its history, has provided advisory services to management in
addition to its commonly recognized services of auditing
and tax consulting. These advisory or management services have generally had a strong financial orientation
and have drawn heavily upon the accountant's general
business experience.
In recent years, an expansion in management services
offered by public accountants has taken place. T h e
amount of traditional management services work has
increased. Moreover, the scope of management services
has gradually changed. Many services now performed
draw widely on quantitative techniques employed in the
physical sciences, mathematics, and other disciplines not
historically associated with the practice of accounting.
Loosely called operations research or, perhaps more
correctly, management science, these new management
services include the application of such knowledge as
inventory control theory, linear programming, statistical theory, and perhaps most importantly, electronic
data processing to management problems. T o an impartial observer, it is fairly clear that the use of management
science is continuing to expand today at a rapid rate,
both in accounting and in business.
In this article, the broad sweep of this management
science movement and its relationship to public accounting is examined. In particular, an assessment of what
the future holds for the practice of management science
in public accounting is set forth.
A Review of the Past
Before turning to the central topic of the future role
of management science, its past history in accounting
practice should be reviewed.
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We are pleased to publish another article by
H. Justin Davidson, whose articles have appeared in Quarterlies in the past and in a number
of outside publications. Mr. Davidson, management services partner in the Chicago office, has
been appointed a member of the newly formed
Planning Committee of the American Institute of
Certified Public Accountants. The Committee has
been charged with the responsibility of developing specific plans to meet the problems and opportunities of the profession in the next ten to
twenty years. Mr. Davidson's article, written before this new assignment, is particularly timely in
its presentation of some of the problems confronted by the profession.
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Perhaps somewhat arbitrarily, 1955 may be regarded
as the date that management science techniques first
began to make prominent appearance in public accounting practice. Certainly the development of management
sciences can be traced to a much earlier date than 1955
— in fact, back to the publication of The Principles of
Scientific Management by Frederick W. Taylor in 1911.
Since this earlier time, public accountants have played
an important, if not essential, role in the adoption of
scientific management concepts into business practice.
During the 1920's and 1930's the role of standards,
budgets, management by exception, and the like became
established in accounting practice. By the early 1940's
when Taylor's scientific management movement had
plateaued, such techniques had been assimilated into
and become part of accounting technology.
At this time however, in the early 1940's, another surge
in scientific management began. This second phase in
the development of management sciences was and is
one of greater breadth and more permanence. It incorporated the many technologies previously mentioned in
the solution of business problems. However, these technologies have fed upon themselves to produce new
technologies to be applied to business problems.
It is this second phase in the scientific management
movement which is now of concern. The resultant techniques are still in the process of development and assimilation by the accounting profession.
In 1955, for the first time, The Journal of Accountancy
featured several articles discussing the impact of new
management science techniques on accounting practice.
West Churchman and Russell Ackoff contributed an article on "Operational Accounting and Operations Research". A. A. Brown and L. G. Peck authored an
article on "How Electronic Machines Handle Clerical
Work". In this same year, an article by Marquis G.
Eaton, later president of the American Institute of Certified Public Accountants, appeared. Auspiciously headed
"Advisory Service: New Frontier", this article by Eaton
is something of a landmark in public accounting literature. For the first time, an accountant noted the existence
of the newer management science techniques that were
being developed, and urged the profession to begin to
make use of them.
Considering 1955 as a beginning date for management
sciences in accounting, what then was its size? Its scope?
What kinds of people were involved?
Note: The sources on which these and other estimates of past
and current size are based, are unofficial but are believed
to be very reliable.
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Size:
All the present evidence suggests that management
sciences practice by public accounting firms in 1955 was
extremely small. Available estimates N indicate that total
management services activities of public accounting firms
constituted, at best, only five per cent of their total
services (in terms of billings). Considering that a large
part of these management services represented conventional accounting consulting on cost systems, budgeting,
profit planning and so forth, the management sciences
component had to be extremely small — perhaps at best
no more than one per cent of total public accounting
services.
Scope:
Because of the size of management sciences practice
in public accounting firms in 1955, it is not surprising to
find that the scope of management sciences practice was
also small and restricted. At that time, management
science involved occasional and sporadic applications of
inventory control, data processing and statistical sampling
techniques. Few, if any, management science techniques
were being used on a broad scale. In general, their use
was restricted to a small number of firms.
People:
In 1955, the people practicing management sciences
in public accounting were largely outsiders. Most management science practitioners came either from computer
manufacturers, universities, or a military operations research group. Many of these people had a degree either
in mathematics or the physical sciences and had gained
their management science operations research experience
with a military or military-related group. Many others
had an educational background in mathematics, economics, or other closely related disciplines, and had gained
practical experience by consulting from the university
platform. It is significant that except for a few self-trained
men, most of the management sciences practitioners in
public accounting in 1955 were not accountants.
This use of people who were not accountants aroused
fears within the profession that public accounting might
be taken over by the management scientists — fears which
were fanned by the provocative statements of some of
the early management sciences practitioners. From the
public accounting point of view, however, there was no
alternative to using outsiders — if management sciences
were to be introduced into accounting. By default, the
profession decided to grapple with the internal and qualT H E QUARTERLY

ity control problems involved in the use of non-accounting people in order to acquire the ability to use management sciences in accounting.
Management

Science Practice in 1965

What is the status of management sciences practice in
public accounting now, in 1965? What has happened
since 1955?
Size:
T h e general consensus of opinion in the profession seems
to be that management services now constitute about ten
per cent of total services by public accounting firms. This
growth in management services activities of public accounting firms has occurred primarily, however, in the
management sciences area. An educated estimate is that
50-60% of current management services consulting is
management sciences oriented, involving either operations research or data processing techniques.
These estimates are necessarily approximations. But
there is no doubt that a tremendous increase in the size
of management science practice in public accounting has
taken place.
Scope:
The scope of management sciences has also increased
and broadened during the past ten years. Perhaps the
best way to indicate the scope and diversity of current
practice is with a few examples. Some recent cases involving management sciences techniques include such
diverse applications as:
. . . a computer simulation to determine optim u m raw-material and finished-goods inventory
decision rules in a straight-through manufacturing process.
. . . the combination of sales forecasting, capital
budgeting, production smoothing and inventory
control techniques to determine optimum warehouse expansion.
. . . the application of sampling techniques in a
routine clerical auditing process to eliminate
people.
. . . total information system redesign incorporating scientific inventory techniques, computer
processing and a redetermination of all information origination, transmission, and summarization for internal and external management
reporting purposes.
. . . the adaptation of industrial-engineering
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work-measurement techniques and conventional
cost accounting and variable budgeting techniques to provide continuing cost control by
responsibility and marginal cost information for
planning and pricing purposes by product and
product line.
. . . the use of conventional sampling techniques
in audit confirmation tests and the development
of new sampling techniques for use in other
areas of audit testing.
. . . the use of linear programming in the production loading of a continuous processing
operation.
These are only a few of the many management science
techniques that are being used in public accounting now.
However, one must not conclude that all available management science techniques are being used. Rather,
management science practice in public accounting can be
described by analogy with a particular technique — inventory control.
The landmark article on scientific inventory control
was an article by Messrs. Arrow, Harris, and Marschak in
Econometrica in 1951. Five to seven years later in 1956,
1957 and 1958, public accounting firms and other consulting firms began to advise on the use of these new
inventory techniques. Today, the peak of wide-scale
introduction of these techniques into industry is somewhere near.
This pattern of development in inventory control seems
to be a general pattern which the introduction of management sciences techniques follows. The university is
the innovator, the keen-cutting edge of research that
develops new and better management science techniques.
Public accounting firms and other consulting firms are
the developers and lag perhaps five years behind the innovators in adapting new techniques. Another five or ten
years behind, we find the user, the typical business.
This pattern points up the tremendous potential for
future development of management sciences in accounting practice. The scope of management sciences practice
today represents a broadening from its beginnings in
1955. The scope of management science practice tomorrow will continue to broaden, just by the process of catching up with today's research.
People:
T h e people who are engaged in management sciences
practice in public accounting in 1965, constitute a much
wider variety than in 1955. Many of the non-accounting
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people who helped introduce management sciences into
public accounting in 1955 are still in practice. (In somewhat the same category are the additional top-level
specialists in newly-developed techniques who have continued to enter the profession.) In general, however, the
management science practitioner with no prior exposure
to accounting is tending to disappear. In his place, two
new types have appeared.
First, there is the accounting graduate, CPA, who has
had in-profession training in management sciences. The
depth of his exposure to management sciences techniques
may not satisfy a scientific purist. But he has acquired
considerable understanding and competence in commonly used management science techniques such as inventory control and data processing.
A second practitioner being found in increasing numbers is the engineering school graduate with a later MBA.
This practitioner has also had in-profession training in
accounting and has become a CPA. The depth of his
accounting exposure may not satisfy a long-time auditor.
But he has acquired considerable understanding of basic
accounting and control processes.
Predictions

for the

Future

This background about the development of management science in public accounting serves as a foundation
for more conjecture about the future. At this point, some
predictions about the future of management sciences and
public accounting can be set forth.
Size:
Within the next ten years, management services will
increase to 25% of the professional services offered by
CPAs. Within the next twenty years, management services will approach 40% of total professional services,
equal in size to auditing services offered by CPAs. At
the same time, the management sciences fraction of total
management services will continue to increase, to perhaps
80%. I n short, management sciences in public accounting will increase tremendously.
Scope:
Turning to the scope of management sciences practice,
three further developments can be anticipated. First, the
variety of management sciences techniques used within
public accounting will increase. Second, the lag-time
between university research and the adoption of new
techniques by public accounting firms will be shortened
from five years to as little as two or three. Third, and
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of primary significance, the focus for the use of management science techniques by public accounting firms will
shift.
In the future, public accounting firms will continue to
consult on the installation and use of management science
techniques. More importantly, these techniques will begin to be used in a new and improved auditing process.
Auditors will begin to report against management science
techniques as procedural management standards.
Whether the auditor's findings are reported internally to
management, or whether the auditor's findings are formalized and reported externally to the financial public,
a management audit, an audit of management by CPAs,
will develop.
People:
A last prediction concerns the people that will be
found in the future practice of management sciences in
public accounting. T h e present distinctions between management scientists and the accountant will vanish, except
in the case of a few super-specialists working at the leading edge of current practice. T h e management scientist
will not replace the accountant. Nor will the present
accountant prevail. A new breed of men skilled in both
accounting and management science techniques will displace today's accountant and today's management scientist. Furthermore, a large number of these people coming
off the college assembly lines will reflect the demand
for this type of combined skill.
At this point, some factual and logical bases for these
predictions are in order.

THE BASIS FOR PREDICTION:
Continued

Management

Science

Expansion:

Supporting these predictions is the premise that more
of the management sciences techniques of the next twenty
years will deal with information flows and information
summarization for management planning and control
purposes. In the universities, research effort has already
been directed toward the following related topics: the
connection between linear programming, accounting, and
information summarization for planning; the behavioral
effect of budgets, audits and supervision; and the organizational and behavioral effects of communication technology. N
These and other research efforts are truly significant
because they are only a beginning, a portent of what is
yet to come. The momentum of this management sciences
T H E QUARTERLY

revolution which began in World War
tional impetus provided by continued
sidies will bring more new management
ments which will significantly affect
accounting.
Demand for Management

I I and the addigovernment subsciences developthe practice of

Science:

A second basic proposition is that American organizations, both government and business, will demand the
use of these new management science developments. One
can perhaps argue against this. Looking ahead, the drastic changes in business organization that these new techniques are apt to introduce and the technological
unemployment that they can produce may well yield a
time of troubles such as occurred early in the industrial
revolution. We can and may have a reaction similar to
the Luddite smashing of textile machines in the early
1800's. To the converse, we can argue that, despite temporary setbacks, more efficient methods of operation
always seem to prevail.
Suppos we grant the assumption that more new management science techniques will be developed and that
society will demand the use of these techniques. Nothing
has been said to indicate that society will demand that
certified public accountants consult on using these techniques. Here, we reach the central core of the argument.
Management

Science and

CPAs:

There are two primary reasons why there will be an
increasing demand for management sciences practice by
CPAs. The first, and most important, is that public accountants are being forced to acquire competence in
management science techniques through the interaction
of these techniques with the auditing process. A second
reason is that, when public accountants acquire competence in management science techniques, they find that
they have a competitive advantage over other consultants.
Audit-Management

Science

Interaction:

A basic reason why public accountants are being forced
to acquire competence in management science techniques
is that these techniques affect the accounting and auditing process. Consider, for example, some of the situations
that are becoming more common in business today. CornNote: See for example, Ijiri, Yuji, Management Goals and Accounting for Control, Amsterdam, North Holland Publishing Co., and New York, Rand McNally, 1965; Stedry, A.,
Budget Control and Cost Behavior, Englewood Cliffs,
N.J., Prentice-Hall, Inc., 1960; and Bonini, C. P., Jaedicke, R. K. and H. M. Wagner, Management
Controls:
New Directions in Basic Research, New York, McGrawHill Book Company, 1964.
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pany X has two computers. These computers produce
the company's daily purchase orders, match invoices and
receiving documents, accumulate item usage information,
prepare payrolls and so forth. Company Y is even more
forward thinking. It is planning to install real-time information display for all of its primary accounting data.
U p to the minute accounting information will be instantaneously available to all top managers of the company.
In these situations, it is entirely conceivable that such
innovations can be installed without the aid of a CPA.
It is not inconceivable that they can be audited without
the CPA. But in order for the CPA to audit these systems,
he must have a knowledge of the management sciences
techniques that are involved.
Auditing, as it is presently practiced, involves a heavy
reliance on logical analysis of the checks and balances
involved in a company's information system and corresponding tests to determine compliance with system procedures. In the auditor's terms, a heavy reliance is placed
on internal control — the quality of the accounting-information system and the degree to which it is being
followed. If auditors are to continue to rely upon the
evaluation of internal control for audit purposes, it is
a necessary conclusion that auditors must understand the
nature of the system being evaluated.
The importance of learning new management science
techniques in order to perform an acceptable audit is
becoming more and more evident in accounting and
auditing practice today. Computers, of course, provide
the most dramatic and often quoted example. But, further, if a firm is using a scientific inventory control system, the auditor must understand it in order to perform
his inventory audit — perhaps especially his evaluation of
inventory obsolescence. As newer management sciences
techniques are developed which provide criteria for
sources, destinations, and frequencies of information flow,
the auditor will also need to understand them.
T o summarize, if knowledge of management science
techniques is required to do an acceptable audit job —
and it is — the CPA will acquire this competence. T h e
CPA may not regret losing consulting business, that he
has never had. But he will not stand still and lose what, to
this date, has been regarded as his main professional
activity.
Consulting

Advantages:

Assuming that the CPA does continue to acquire competence in management sciences techniques, we find that
he enjoys two competitive advantages.
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First, the CPA enjoys a continuing audit contact with
his client that enables him to do a better and more
efficient consulting job. Since he is familiar with the
client's business, he can set u p for most jobs with less
cost and effort. Again, because of continuing contact, the
CPA is often able to spot incipient problem areas before
they come to the formal attention of management. T h e
CPA's ability to diagnose problems at an early stage
often makes the problems easier to solve.
A second consulting advantage of the CPA is that he
is a professional. Using the classic definition, CPAs do
have educational, experience and examination requirements for professional admittance; they do have standards of ethical conduct that are enforced. While there
are many individual consultants and consulting firms
who have extremely high standards, there is much evidence to indicate that the general standard of professional conduct in public accounting is higher than the
general standard of consulting firms outside the profession. These, of course, are fighting words to some people.
They represent a personal opinion — but a strongly held
personal opinion.
Some Further

Implications:

Directly or indirectly, the remaining predictions about
size, scope, and the people engaged in management sciences practice in public accounting follow from these
basic propositions. T h e size prediction follows directly
and need not be belabored. T h e basis for the prediction
of a change in the nature of people practicing in management sciences and public accounting and the development of a management audit requires further explanation.
Management

Audit:

What is meant by a management audit? How is one
going to audit management, and especially management
decision-making? The answer to these questions becomes clearer if we distinguish between the procedural
and the substantative aspects of management decisionmaking. As an example, take a capital budgeting decision.
Suppose that Company X has just decided to invest in
a plant expansion.
Substantively, of course, there is little basis for judging
this particular decision at the time it is made. T h e decision may result in additions to net profit, or in losses. At
some time in the future, of course, a specific evaluation
of this decision can, perhaps, be made. However, the time
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lag involved may be so great as to make substantive evaluation of little worth. A management audit, therefore,
cannot be a substantive evaluation which will say that a
particular management decision was good, or bad.
Consider now the procedural side of management decision-making. O n a procedural basis, management science has begun to develop criteria for judging decisions
such as a capital budgeting decision. For example, an
auditor can ask the question, "Did Company X have
systems and procedures for generating alternatives to
the particular plant expansion program selected?" If no
such systems existed, an auditor can say, objectively, that
this aspect of the decision was procedurally bad.
Again, the auditor can ask the question, "What sort
of evaluation method was used to select the particular
plant investment chosen from among the other investment alternatives available?" Was the decision made
purely on an intuitive basis? Was it based on a pay-out
comparison? Was it based on a discounted cash flow
computation? O r was a more sophisticated evaluation
technique, such as the recently developed applicaton of
linear programming to capital budgeting, used? Again,
whatever the answer, the auditor can make an objective
evaluation of the procedural basis used for making the
investment decision. For example, if the decision was
made purely on an intuitive basis, the least satisfactory
procedure was followed.
If this example of procedural management auditing
involving management science seems extreme, consider a
current and common example of procedural management
auditing. Consider, for a moment, the auditor's evaluation of cash handling and recording procedures. At the
present time, the auditor has fairly definite standards
against which he judges such procedures. If the responsibility for handling and recording cash receipts is segregated in certain ways, he considers the procedure to be
good; if not, he judges the procedure to be bad.
As another example, consider the personnel procedures
in a firm which follows an avowed policy of promoting
from within. If this firm has no system of grooming replacements for its present management personnel, most
knowledgeable consultants would say that this is a bad
situation and an example of bad management procedure.
Both in these simple examples and in the management
sciences example, the same basic situation exists. Given
general agreement among experts as to the proper procedures to follow in solving a particular type of problem,
these procedural standards can be used to judge the procedural aspects of management decision-making.
T H E QUARTERLY

At the present time, management science is continuing to produce new procedural standards for previously
unstructured areas of business management. Further,
these standards that are being developed are objective in
two senses. First they are logically defensible. Second, a
body of experts sitting to assess their validity would agree
almost unanimously on their merit.
If such standards exist, then it is a natural development
to report management performance against such standards. The logical people to do such reporting on management procedural performance are the managementscientist CPAs. The CPA's present audit focuses heavily
on procedure. With competence in management science,
such procedural management auditing is a natural adjunct to the CPA's present financial auditing.
T h e development of a management audit will raise a
number of important and interesting questions. For example, will management audit reports be made internally
to management, externally to the public, or to both? At
this time any answer to this question would be largely
conjectural. One conjecture is that, in the long-run, the
social welfare of the community will be best served by
external as well as internal reporting.
Despite the uncertainties and the unanswered questions
that accompany this prediction of a management audit,
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it will become a reality — at least in specific management
areas — within the next twenty years or less.
People

Implications:

As a final conclusion, one must point out the implications of these predictions for the management science
people in public accounting. Essentially, one basic argument has been made — that auditing, financial management and management science must necessarily be
interrelated in practice. If this argument is true, then
the implications for the type of people who will be
practicing accounting (or financial management), auditing and management sciences in the public accounting
profession within the next ten to twenty years are clear.
Although they may be specialized in some particular
area, the successful people will be those who understand
the basic principles of all three disciplines — auditing,
accounting and management science.
The future belongs to those people who, through a
combination of formal education and in-house professional training, are acquiring combined competence as
management scientists and as CPAs. Even now people are
leaving our better colleges and universities who have
formal education in both management sciences and
accounting.

Examinations

Cleveland — Jack Donahue, Jim Simon, Ben Stein
Kansas City — Jack Carr
N e w York — Michael L. Borsuk, Peter N. Breitman, Samuel Herzog, Daniel P. McCaigue
San Francisco — Stanley Marx, Stanley Russell, Earl Baldock, John Jex
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Richard C. Peterson of the TRB&S management services staff in
Denver is shown accepting the Silver Metal Award from Earl
Moore, president of the Colorado Society of CPAs. Mr. Peterson
received the highest grade in Colorado in the annual CPA exam,
and also placed in the top 10 nationally among 15,000 CPA candidates who sat for the November
examination.

Roger Crane (r) of the TRB&S Advanced Business Systems office spoke on "Management
Information
Systems"
before the first International Congress for EDP in Brussels. The conference was attended by executives
representing
more than 80 companies from 15 different
countries.
Speeches were translated simultaneously
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into French, German, Italian and

English.
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During a recent trip to Europe, Robert Beyer was entertained at lunch by Maurice J. Anspach, TRB&S partner in' Brussels. Shown above are Mr. Beyer, Mr.
Anspach and Mr. Dirkx, managing director of the
Banque de la Societe Generate. Mr. Beyer also visited
offices in Frankfort, London and Stockholm.

George F. Meitner, partner in our San
Diego office, was honored at a luncheon
on the occasion of his retirement to advisory partner on April 30. Mr. Meitner
has been in active practice as a certified
public accountant for 43 years, the first
21 years in the Los Angeles area, the remaining 22 years in San Diego, and the
last three with TRB&S.

An award for Distinguished Service to Retailing was presented to
James M. Lynch (r) last month by Robert G. Drew-Bear, professor
of marketing at the University of Massachusetts. The award was
presented to Mr. Lynch, manager in our Boston office, in recognition
of work done on a pilot research study in merchandise operations of
self-service discount department stores.
JUNE,

1965

Bill Power, director of retail services in the
Executive officers interviewed by San Francisco radio station KCBS during the recent
NRMA
Presidents' Conference held for
West Coast retailers. Mr. Power also appeared in a television interview on WKORTV.
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Meetings and

Seminars

The
Partners-in-charge
Meeting in Chicago . . .
Richard Wallen, vice president of the Personnel Research and Development Corporation, spoke on "Persuasive Communications at the partners-in-charge meeting
held in Chicago during the last week in April. Mr. Wallen
is author of a textbook and numerous papers on clinical
psychology, and is noted as a teacher and lecturer.

The IRI
Advanced
Management
Field Trip

. . .

Donald F. Blankertz, director of Wharton Graduate
School of University of Pennsylvania, chats with Dott.
Giuliano Coppola D'Anna of Dalmire Steel Company,
prior to his presentation on marketing concepts before
visiting Institute of Industrial Reconstruction managers
last month. The group of business leaders from Italy spent
3 weeks on an advanced management field trip planned
and conducted by Louis J. D'Amore of the TRB&S Advanced Business Systems office. Major companies were
visited in New York, Boston, Rochester, Chicago and Pittsburgh. This is the second trip Mr. D'Amore has organized
for members of I.R.I.

The Annual Retail
Services
Seminar in New York . . .
Jack Margolis, president of Marrud, Inc., discussed
current business problems of the discount industry and
answered questions of our retail group at the annual retail services seminar. He is shown with Hugh Dysart,
TRB&S partner in charge in Boston. Marrud, a major
leased department operator in some four hundred discount
stores, is a client of the Boston office.

The Marketing
Services
Training Program in Detroit

. . .

T h e marketing services program, which was conducted
for our top level consultants, outlined in detail the marketing areas in which TRB&S can provide outstanding service to business. T h e topics covered included organization
and the marketing function; marketing strategy; measuring and controlling marketing efforts; marketing research;
sales, forecasting, and pricing. Guest speakers were Dr.
Michael SchifT, from the Graduate School of Business at
New York University, and Michael Halbert, technical
director at the Marketing Science Institute. George
Craighead was program chairman.

Dr. Michael Schiff
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Michael Halbert

George Craighead
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Schedule of Training Courses
DATE

COURSE

LOCATION

AND GUEST

SPEAKER

April 19-23

1102

Evaluation of Internal Control

New York University

April 26-30

1102

Evaluation of Internal Control

New York University

May 3-7

2360

Business Problems of Retail Industry

Barbizon-Plaza Hotel
S. FALK, Allied Stores

May 3-7

1103

Auditing Objectives, Standards, and Procedures

New York University

Audit-EDP Seminar

Chicago

Auditing Objectives, Standards, and Procedures

New York University

May 10-13
May 10-14

1103

G. SWEENEY, Chemical

Bank New York Trust
Company
May 17-21

1106

Practice Development and Professional
Responsibilities

New York University
P R O F . EDWARD R A N E Y ,

Wayne State University
May 24-28

1102

June 7-10

Evaluation of Internal Control

New York University

Audit-EDP Seminar

Chicago

June 14-18

1103

Auditing Objectives, Standards, and Procedures

New York

June 14-18

1105

Specialized Accounting and Auditing Problems

New York

June 21-25

1106

Practice Development and Professional
Responsibilities

Barbizon-Plaza Hotel
PROF. RANEY,

Wayne State University
June 28-July 2

1105

July 12-15

Specialized Accounting and Auditing Problems

New York

Audit-EDP Seminar

Chicago

July 12-17

1201

Principles of Taxation and Research Methodology

New York

July 12-16

1103

Auditing Objectives, Standards, and Procedures

New York

July 19-23

1102

Evaluation of Internal Control

New York

July 26-30

1106

Practice Development and Professional
Responsibilities

New York
PROF. RANEY,

Wayne State University
August 2-6

1103

Auditing Objectives, Standards, and Procedures

New York

August 9-13

1103

Auditing Objectives, Standards, and Procedures

New York

August 9-13

1202

Selected T a x Topics—Basic

New York

National Auditing Conference

Michigan State University

August 15-27
August 16-20
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1105

Specialized Accounting and Auditing Problems
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DATE

SPEAKER

SUBJECT

AUDIENCE

Atlanta
SPAULDING. HARRY L.

Apr. 15

Experiences in Business System
Design

Association for Computing Machinery,
Washington, D. C.

V E S T , GEORGE B.

Feb. 26

What Constitutes Doing Business in a
Foreign State, for Tax Purposes

Georgia Society of CPAs, Atlanta Chapter

Apr. 28

Customer Credit Costs in
Department Stores

Florida Retail Controllers' Association,
Daytona Beach, Florida

G E R R I S H , SCOTT

May 12

Cost Accounting for Concrete Block
Manufacturers

New England Masonry Institute

K E L L E R , DONALD M.

Mar. 9

Management Reporting

Budget Executives Institute

Apr. 27

Merchandise and Operating
Results of Self-Service Discount
Stores—1963

University of Massachusetts
Mass Merchandising Seminar

May 23-27

Application of Work Measurement
and Flexible Budgeting Techniques

Annual Convention of National Retail Merchants'
Association Controllers' Congress—Houston

Apr. 5

The Practicalities of Pension and
Profit Sharing Plans for Small
Businesses

Needham Chamber of Commerce

Apr. 8-12

Fundamentals of Finance and
Accounting for Non-financial
Executives

American Management Association—Seminar

Apr. 27

Effective Budgets for Smaller
Companies

Chicago Association of Commerce and Industry,
Training and Communications Division for Small
and Medium Sized Company Executives—Seminar

Boston

LYNCH, JAMES

M.

W I E S E , DONALD C.

Chicago
DAVIDSON, H.

JUSTIN

PETRAN, A N T O N S.
R E V E R S , RAYMOND J.
STURGEON, C. E U G E N E
R E V E R S , RAYMOND J.

TRUEBLOOD, ROBERT
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M.

Feb. 25

Qualifications of an Auditor

Loyola University—The Accounting Club

Apr. 8-9

Generally Accepted Accounting
Principles

American Management Association—Seminar

May 18

The Accounting Profession—
What's Ahead?

Minnesota Society of CPAs, Minneapolis

June 19

The Accounting Profession—
What's Ahead?

West Virginia Society of CPAs, Greenbrier

June 21

Long-Range Objectives Committee

Illinois Society of CPAs, Chicago—Seminar

Aug. 9

The Organizational Problems of
Advanced Business Systems

University of Chicago—Computer Seminar

Aug. 29

Auditing, Management Games and
Accounting Education

American Accounting AssociationAnnual Meeting, Oklahoma
THE

QUARTERLY

SPEAKER

SUBJECT

DATE

AUDIENCE

Cincinnati
BERNSTEIN,

BENJAMIN

Apr. 7

Professional Ethics

Xavier University Accounting Society

Apr. 23

Equipment Leases on the Financial
Statements—Are Leases a Sign of
Financial Weakness?

Annual Convention of the Kentucky Society of CPAs

Mar. 3

Profitability Accounting

Budget Society in Cleveland

Feb. 18

Return on Investment Methods and
Financial Appraisal and Evaluation

American Management Association Seminar

Mar. 30

Changes in the 1964 Income Tax Law

Richardson Optimist Club

Mar. 5

Professional Accounting as a Career

University of Dayton Accounting Class

May 5

CPA Accounting Career

Washington Township High School

Cleveland
BONI, GREGORY

M.

GOLDSCHMIDT, R .

Dallas
ROBERTS, ALAN

H.

Dayton
CHARLES, DANE
SACK, ROBERT

W.
J.

SCHUBERT, FRANCIS
TAYLOR, C H A R L E S
WALLACE, IRL

J.
G.

0.

Mar. 20

Individual Income Tax

Television

Feb. 22

Home Rule Charter Government

Washington Township Jaycees

Apr. 23

Short Form Report Writing

Dayton and Cincinnati Chapters of
The Ohio Society of CPAs

Apr. 27

The Rendering I n d u s t r y Tax Problems and Opportunities

National Renderers' Association,

Feb. 18

The Future of Public Accounting

Mar. 10

Generally Accepted Auditing
Standards

University of Denver, Beta Alpha Psi

Apr. 2

Generally Accepted Auditing
Standards

Regis College Accounting Seminar

Apr. 7

Frauds

University of Colorado, Beta Alpha Psi

Mar. 16

Tax Savings for Furniture Industry
in 1965

Furniture Club of Detroit

Mar. 23

Family Financial Planning

Detroit Warrendale Kiwanis Club

Denver
G R I F F I N , CARLETON

PALMER, R U S S E L L

STAMP, ROBERT

H.

E.

L.

Seventh Regional Area Annual Convention
Regis College

Detroit
BASSEY, RONALD

D.

BAUMANN, EDWARD
BODMAN, H E N R Y E.,

C O H E N , PERRY

A.
II

M.

C U R T I S , DONALD

A.

Mar. 17

Problems of Family-Owned Business

American Management Association, Chicago

Mar. 25

Management Reports for Trucking
Companies

Michigan Truckers' Association

Mar. 30

Management Information Systems,
Aid in Decision Making

Flexicore Association, New Orleans

Apr. 1

Planning for Financial Security

Northeast Detroit Lions Club

May 8

The Problems of Accounting Education in the Computer Age

Wayne State University, Michigan Accounting
Educators Conference

DEJONG, JOHN

H.

Apr. 24

Requirements for Data
Communications Computers

Systems and Procedures Association
Spring Conference

DITRI, ARNOLD

E.

Apr. 9

Data Processing in Hospitals

University of Detroit
Hospital Administrators Meeting

EDGAR, J A M E S

M.

Mar. 10

Profitability Accounting

Michigan State University
Graduate Business School
Management Control Course

Mar. 16

Supervisory Reserve Regulations

Michigan Savings and Loan League—
Panel Discussion

Apr. 3

Management by Objectives

Industrial Management Society of Grand Rapids

Apr. 12-14

Profitability Accounting Seminar

Harvard Business School Advanced Control Class

HEGARTY, J O H N

J A M E S , WILLIAM

D.

R.

J E N N I N G S , DONALD
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DATE

SPEAKER

SUBJECT

AUDIENCE

May. 4-7

Accounting and Finance for
Non-financial Executives

University of Wisconsin Management Institute

May 18

Profitability Accounting and Control

National Accounting Association,
Nashville, Tennessee

May 24-28

Profitability Accounting

University of Wisconsin Management Institute

June 7-11

Profitability Accounting

University of Wisconsin Management Institute

Mar. 25

Reporting for Profits

Michigan Truckers Association

P E T E R S , P H Y L L I S E.

Mar. 8

Your Financial Future

Dearborn Women's Club

PETERSON, HOWARD J.

Apr. 3

Management Information Systems
and Production Control

The Industrial Management Association
Western Michigan Chapter

May 21

Advanced Business Systems

American Management Association Seminar on
Profitability Accounting and Control—Chicago

SCHATZ, HARVEY E.

May 17-21

Profitability Accounting and Control
Seminar (co-chairman)

American Management Association, Chicago

SEITZ, J A M E S E.

Mar. 10

Concepts of Management Accounting

American Management Association, Chicago

Mar. 12

The Public Accounting Profession

Divine Child High School Career Days

Mar. 3

Factors in Evaluating Computer
Switching Systems

Systems and Procedures Association
Motor City Chapter

Apr. 24

Designing and Implementing on
Line Systems

Systems and Procedures Association
Spring Conference

May 25

The Impact of the Computer on
Marketing Management

American Management Association
Detroit Chapter

Mar. 8

Profitability Accounting

Systems and Procedures Association
Milwaukee Chapter

May 18

Profitability Accounting—The
Challenge and the Opportunity

National Association of Accountants,
St. Louis Chapter

May 20

Cost Reduction

National Association of Accountants,
Newark Chapter

May 21

Profitability Accounting—the
Challenge and the Opportunity

Budget Executives Institute, Milwaukee Chapter

Management Control Center Systems

AMA Continuing Research Seminar on Management
Information Systems, Boca Raton, Florida

Real-Time Systems in Business

Systems and Procedures Association
Knickerbocker Chapter

MLOT, AL

M.

WIESER, CHARLES

E.

W O O D , DONALD R.

Executive

Office

BEYER, ROBERT

B L U M E N T H A L , SHERMAN C. Mar.

4

Apr. 29
CRAMER, DONALD H.

May

7

The Uses of Money in Motivating
Professional Personnel

Personnel Conference—The California Society
of CPAs

DIAMOND, WALTER H.

Mar.

2

International Financing

Foreign Credit Interchange Bureau

Mar. 4

Coping with Foreign Exchange
Problems

American Management Association Conference

Mar. 5

Currency Problems for Overseas
Subsidiaries

American Management Association Conference

Mar. 10

Arms Length in Your Overseas
Deals

Motor and Equipment Manufacturers' Association

Apr. 6

Investments and Licensing in India
and Pakistan

Foreign Credit Interchange Bureau

Tax Services Performed by CPAs
GRAM, JAMES H.

Mar.

8

H E R R I N T O N , RICHARD E.

May

10

PORTER, W. T H O M A S

Mar.

1

Apr. 22
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So Your Tax Return is Questioned ?

Wayne State University Law School
Chamber of Commerce of Greenville, Michigan—
Greenville Retailers

A Control Framework for Electronic
Systems

New York University
Management Information Systems Roundtable

Systems Co-ordination

American Management Association, Basic Data
Processing Systems Seminar—New York
THE

QUARTERLY

DATE

SPEAKER

SUBJECT

AUDIENCE

May 12

Problems and Possibilities of EDP
Equipment and Services

National Association of Accountants for Cooperatives
—Annual Meeting of Northeast Chapter

May 25

Impact of EDP on Auditing

Institute of Internal Auditors, Houston Chapter

Apr. 28

Projected Cost of Credit Granting in
the Discount Industry

University of Massachusetts
Mass Merchandising Seminar

May 22

The Controller's Role in Future
Retail Information Systems

Frederick Atkins Annual Controllers' Group
Meeting, Houston, Texas

Apr. 27

Information Utilities

Association of Computing Machinery,
New York City Chapter

June 30
Julyl

Electronic Business Systems—1984
Integrated Information Systems

National Accounting Association Annual Conference

LIPSCOMB, O W E N

May 7

Tax Problems in Wills, Up-dating
Wills and Family Budgets

Houston Food Brokers Association,
Family Affairs Month

P I C K E N S , LELAND C.

Mar. 30

Administration of Capital
Expenditure Programs

Budget Executives Institute, New Orleans Chapter

DE R E Y N A , RAY

Apr. 13

The Future Role of CPAs in the
Banking Industry

National Association for Bank Audit,
Control and Operation

Apr. 15

How to Live with the FSLIC Reserve
Regulations

The Society of Savings and Loan Controllers

May 20

Suggested Analytical Reports with
Regard to Various Reserve Bench
Marks and Tests

The Society of Savings and Loan Controllers

Mar. 2

The Mystery of the Tax Liability

National Association of Accountants

Mar. 10

Recent Developments in Franchise
Tax Board Audits of Savings and
Loans

Los Angeles Savings and Loan Controllers

Feb. 16

Safeguards for Investors

Los Angeles Junior Chamber of Commerce

Apr. 8

A Career in Public Accounting

University of Southern California, Beta Alpha Psi

Feb. 11

Discussion of Tour of U. S. by
Representatives of India's Steel
Industry

Arizona State University, Beta Alpha Psi

D E T R O Y E , WILLIAM R. and
K U Y E R S , M I L T O N H.

Mar.

10

Auditors' Approach to EDP
(Internal and External)

Data Processing Management Association,
Milwaukee Chapter, in cooperation with
Business Division of Milwaukee Institute
of Technology

LIEBERMAN, JAY M.

Mar.

2

Income Taxes

Milwaukee Association of Life Insurance Cashiers

TRAWICKI, DONALD J. and
ROBERTSON, L O W E L L L.

May

4

Finance and Accounting for
Non-financial Executives

University of Wisconsin—Seminar

TRAWICKI, DONALD J.

Mar.

1

The Financial Manager and the
Decision Making Process

Wisconsin Society of CPAs, Milwaukee Chapter

Mar. 15

Maintenance Objectives, Policies
and Cost Control

National Association of Accountants, Milwaukee

Apr. 19

Budgeting and Reporting
Maintenance Costs

National Association of Accountants, Milwaukee

May 20

Return on Investment

Budget Executives Institute, National Conference

June 7

Profitability Accounting

University of Wisconsin—Seminar

POWER, WILLIAM D.

SPRAGUE, RICHARD E.

Houston

Kansas

City

M I L L E R , ROBERT B.

Los

Angeles

BERSCH, NEIL

DODSON, ROBERT

H E I L , JACK

Milwaukee

JUNE,
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SPEAKER

DATE

SUBJECT

AUDIENCE

Minneapolis
BUCHAN,

JOSEPH

TRACY, WARD

Feb. 16-17

Financial Management and Systems
Engineering

National Retail Merchants Association—
Presidents' Conference, San Francisco

Feb.

Clerical Workload Budgeting for
Better Profits

National Association of Accountants,
Minneapolis Chapter

18

New York
A C K E R M A N , SANFORD S .

May 25

Simulation of Social Action Programs

International Federation for Information Processing
—Symposium on System Simulation by Computers

BEVIS, DONALD

Apr. 14

International Accounting and
Auditing Problems

Detroit Association of Credit Management

B R O W N , VICTOR H.
STEVENS, ROBERT G.

Feb.22-26

Profitability Accounting

American Management Association,
Seminar

BROWN, VICTOR

Mar. 17

The Growing Importance of
Management Services in Public
Accounting

Columbia Graduate Students Association

Apr. 26-30

Fundamentals of Finance for
Non-Financial Executives
(chairman)

Management Center/Europe,
Brussels, Belgium

May 17

Setting Corporate Profit Goals

American Management Association—Seminar

May 21

Using Corporate Profit Goals

American Management Association

Feb. 17

The Revolution in Banking

Metropolitan Controllers' Association

Feb. 11

Development and Maintenance of
Standards of Performance for
EDP Installations

National Retail Merchants Association
Electronics Committee

Apr. 6

Computers and Management

U. S. Civil Service Commission

Apr. 19

The Impact of EDP on the Business
Scene

American Management Association

Apr. 23

The Organization in Management of
the EDP Function

American Management Association

May 20

Capital Budgeting—Make or Buy
Decisions

American Management Association
Profitability Accounting Seminar

Apr. 12

Profitability Accounting in Banks

Cleveland Chapter Association for Bank, Audit,
Control and Operation

Apr. 6

Evaluating Capital Investment
Proposals

American Management Association Seminar

May 6

Return on Investment Methods
Financial Appraisal and
Evaluation

American Management Association Seminar

May 7

Long Range Planning for Small
Business

National Association of Accountants

Feb. 23

The Integrated Use of Variable
Budgets for Product Costing and
Cost Control

American Management Association
Profitability Accounting Seminar

Apr. 7

When Your Tax Return is Examined

Coatesville Optimist Club

Apr. 7

Individual Income Tax

Trumbauersville Lions Club

Mar. 18

Records Retention

American Association of Hospital Accountants

May 18

Embezzlement and Defalcation

Society of Savings and Loan Controllers

JOHNSON,

J.

H.

WILLIAM

MULVIHILL, DENNIS

SPORER,

MAX

STEVENS, ROBERT

Tow,

G.

LEONARD

TRAVER, FRANK

L.

E.

Philadelphia
A Z P E L L , WILLIAM
M A R K H U S , ROGER
VISCONTI,
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DONALD

L.
C.

THE

QUARTERLY

DATE

SUBJECT

AUDIENCE

Pittsburgh
Apr. 13

The Critical Factor in Construction
Industry Credit Evaluation

The Credit Association of Western Pennsylvania,
Credo Club

May 25

The Critical Factor in Construction
Industry Credit Evaluation

Pittsburgh National Bank,
Executives Training Program

May 26

The Critical Factor in Construction
Industry Credit Evaluation

Mellon National Bank and Trust Company,
Executives Training Program

Mar. 9

Executive Tax Planning

Small Business Administration

Mar. 10

The Personal Life of the CPA

West Virginia University, Beta Alpha Psi

May 19

Where Will You Be Year-end?

National Association of Accountants
Youngstown Chapter

C A S T L E S , DAVISON

Mar. 9

Management Services and the CPA

American Society of Women Accountants

CRAWFORD, J O H N S.

Mar. 29

Estate Planning; Taxes and Legal
Phases

Marylhurst College

LAWLER, JAMES

Mar. 17

Analysis and Reporting of Product
and Service Costs—Other
Companies

National Association of Accountants
Rochester Chapter

BROWN, GAIL

May 24

Allocation of Losses by Function and
Departments in a Cooperative

National Association of Accountants for Cooperatives,
South Atlantic Chapter

CARROLL, JAMES

Apr. 15

The CPAs' Opinion

Associate Bankers of St. Louis and
St. Louis County

F L E I S H E R , DAVE

May 6

Retail Inventory Management

New York State Society of CPAs
Annual Management Services Workshop

May 25

Flexible Budgeting—The Way to
More Effective Expense Control

Annual Convention of National Retail Merchants'
Association Controllers' Congress—Houston

Mar. 2

Costs of Administering Medical and
Health Benefits for Employees

Missouri-Illinois Food Dealers' Association
Annual Meeting

BOWEN, D A L E S.

May 10

Comparative Operations Analysis for
Public Refrigerated Warehousemen

National Association of Refrigerated Warehouses

GERVER, E L I

Feb. 25

Tax Planning for Savings and Loan
Associations

Society of Savings and Loan Controllers
Central California Chapter

Apr. 8

Tax Problems of Savings and Loan
Associations

Savings and Loan Association
Redwood Empire Chapter

May 6

Current Status of Accounting
Principles

Colorado Society of CPAs

W A L L , T H O M A S B.

Mar. 8-10

Solving Growth Problems in the
Family-Held Company

American Management Association
Workshop Seminar

WALTER, R A L P H E.

May 5

Personnel Structure in Composition
of CPA Firms

California Society of CPAs
Annual Personnel Conference

W A N T H A L , ALVIN E.

Apr. 12

A Profit Measurement Problem

Harvard Business School
Financial Control Course

Apr. 28-30

Effective Utilization of a Direct Cost
System

American Management Association
Finance Division Workshop Seminar

Apr. 10

Impact of Modern Management
Techniques on Purchasing

Purchasing Agents' Association of
Northern California

R o s s i , H E N R Y J.

W E R B A N E T H , L O U I S A.

Portland

Rochester

St. Louis

WAGNER, E D W I N

San

H.

Francisco

GILMORE, M I L T O N

M.

W E N T Z , THEODORE E.

JUNE,
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DATE

SPEAKER

AUDIENCE

SUBJECT

Seattle
A L K I R E , D U R W O O D L.

Feb. 8

Getting the Facts Before the Internal
Revenue Service

Tax Executives Institute
Western Washington Chapter

B E N J A M I N , ROBERT

Mar. 9

Electronic Data Processing and the
Auditor

University of Washington
Advanced Auditing Class

May 1

EDP and Auditing

Institute of Internal Auditors,
Puget Sound Chapter—Seminar

Mar. 24

Accounting as a Career

Foster Junior-Senior High School

Apr. 27

The Data Processing Question Mark
for Savings and Loan Associations

Savings and Loan Controllers
Southwest Washington Chapter

Feb. 2

The Role of the Auditor General in
the Legislative Branch

Members of Citizens Research Council of Michigan
and Members of Legislature

Feb. 3

The Role of the Management
Accountant for a Contractor with
Federal Government
(technical chairman)

National Association of Accountants
Washington, D.C.

Feb.10

Commercial versus Government
Budgeting

Budget Executives Institute
The Capital Chapter

Feb. 23

A Total System for Management
Information Tomorrow
(moderator)

Financial Management Roundtable

Mar. 4

Estate Planning (moderator)

Maryland Association of CPAs
Montgomery-Prince Georges Chapter

Auditing, Management Games and
Accounting Education

Book — published by Richard D. Irwin, Inc.

GAEDE, WILLIAM

M.

G.

M I T C H E L L , J A M E S V.

Washington,

D.C.

BRASFIELD, KARNEY A.

Books
TRUEBLOOD, ROBERT M.

1965

(co-authored with
Churchill and Miller)

Articles
AUTHOR

EDITION

TITLE

PUBLICATION

Boston
L Y N C H , JAMES

M.

W E I S E , DONALD

June

Internal Budgetary Controls; An Independent Accountant's View

Massachusetts CPA Review

1965

Techniques of Installment Sales and
Revolving Credit: Methods; Bulk
Sales of Receivables and Notes

New York University
23rd Annual Institute on Federal Taxation

April

The Net Operating Loss Deduction
and State Taxation

Taxes

Chicago
HARTUNO, G.
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J.

The Tax Magazine

THE

QUARTERLY

DATE

EDITION
Cleveland

PUBLICATION

TITLE

1965

Statistical Theory as an Aid in Testing Perpetual Inventory Records

Readings in Auditing — Louisiana State University

1965

Impact of Electronic Data Processing
on Auditing

Readings in Auditing — Louisiana State University

July

Changes in Accounting Methods: Recent Tax Developments

The Tax Executive

March

Management Services: Time for Decision

Journal of Accountancy

March

Profitability Accounting

Business Management

June

Profitability Accounting: The Challenge and The Opportunity

Selected Studies in Modern Accounting

D ' A M O R E , L O U I S J.

June

The Future Outlook of
Contracting

Armed Forces Management

DIAMOND, WALTER H.

Mar. 11

Foreign Trade Forecast in 1965

April

Your Best Export Markets in 1965

April

Export Credit Insurance

April

Another Look at Foreign Licensing

BONI, GREGORY

M.

Denver
G R I F F E N , CARLTON

Executive

Office

BEYER, ROBERT

Incentive

Commercial & Financial Chronicle
Insurance Magazine
Werbel's Insurance Guide
Journal of Taxation

April

Current Foreign Credit Hazards

May

Indian and Pakistani Problems

April

The Cohn Rule — Its Present Day
Impact

June 2-5

Cohn Rule — A Challenge for the
Supreme Court

New York Law Journal

SPRAGUE, RICHARD E.

March

Information Utilities

Business Automation

B R O W N , VICTOR

1965

Return on Investment as an Active
Management Tool

Controllers' Congress NRMA Book

1965

Cost of Retail Credit

Published by 28th Annual Boston Conference on
Distribution

1965

Customer Credit Costs in Department
Stores

Published by NRMA

M U L V I H I L L , D E N N I S E.

April

Developing Systems Timing Specifications

Datamation

PAUL, HERBERT

M.

May

New York State Franchise Taxes

TRAVER, FRANK

L.

1965

Improving the Status of Direct Costing for External Reporting

New York Certified Public Accountant
NAA Readings in Direct Costing published by Ronald Press

June

Let the Buyer Beware

Journal of Accountancy

May

Control of Hospital Costs Through
Control of Dietary Costs

Hospital Accounting

SCHADLICH, LEROY

February

Tax Briefs for Contractors—Accelerated Tax Payments Mean Greater
Current Cash Demands

Constructors' Forum

GERVER, E L I

June

Thin Corporations

Journal of Taxation

July

Changes in Accounting Methods: Recent Tax Developments

The Tax Executive

M U L V E Y , BERNARD M.

W E I N S T E I N , EDWARD

Credit and Financial Management
Credit and Financial Management
Taxes

Philadelphia
VISGONTI, DONALD E.

San

Francisco

JUNE,

1965
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With Alumni.

..

Ch i c a g o — Robert N. Jenson, who joined the firm in
1960, has accepted a position as controller of LaSalleMessinger Paper Company.
John C. True, a member of the audit staff since 1958,
resigned to accept a position as tax accountant with Sears,
Roebuck & Company.

San Francisco — Robert Bolinder left our firm to become controller of Albertson's, a large supermarket chain
which primarily serves the Rocky Mountain area.
Louis Helvey left our office to join Golden West Savings and Loan Association.
Robert Johnson resigned to accept a position as assistant controller with Diamond Properties.

Denver — Donald Sinsabaugh left the firm on June 1 to
accept the position of controller of Children's Hospital.

Applause . . .

Detroit — Lynn A. Townsend, president of Chrysler Corporation, was selected as Communicator of the Year by
the International Council of Industrial Editors. T h e
award annually goes to a prominent executive who symbolizes through development, promotion or inspiration a
current, outstanding program of effective communication.
John J. Riccardo is now assistant general manager of
Dodge Car and Truck Division.

Atlanta — Henry L. Spaulding participated in a panel
on ADP Experiences in Business Systems Design before
the Association for Computing Machinery in April.

M i l w a u k e e — David Datesman left the firm to join
Cudahy Packing Company.
Martin Kult resigned to accept a position with Square
D Company.
N e w a r k — D a n i e l Friedenreich, a former member of the
audit staff, is now chief accountant for Blonder-Tongue
Laboratories.
N e w York — Richard W. Tyler, a senior consultant on
our management services staff, recently resigned to accept
a position as vice president of administration and treasurer
of Koo's Brothers.
Thomas A. Hays leaves this month to become controller
for T h e Diner's Club, Inc.
Anthony E. Tarallo, a senior consultant in our management services department, has accepted a position as vice
president and controller of the First National State Bank
of New Jersey.
St. Louis — T o m Coughlin, formerly of the St. Louis
office, has been promoted to controller of Central Hardware Company.
L. Ray Pruitt left our office to work for Multiplex
Company.
Robert Worley, management services department, resigned to go into business in Bay Village, Ohio.
Robert Chapman left to join G E M International, Inc.
Allan Wiedle accepted a position in civil service with
an Army division.
Ray Noones is now with Ira Berry Real Estate.
Fred Murer has joined United Van Lines, Inc.
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Chicago — Robert M. Trueblood is serving as chairman
of the Accountants' Group of Radio Free Europe.
Mr. Trueblood has been nominated for president of
the American Institute of Certified Public Accountants
and elections will be held at the annual meeting in Dallas
in September.
T h e Illinois Society of CPAs has announced the following appointments of Chicago office TRB&S personnel to
committees for the coming fiscal year: Raymond P.
Bloom, vice chairman, State Auditing and Accounting;
H. Justin Davidson, Management Services; Allen C.
Howard, Professional Ethics; William J. Schwanbeck,
Society Insurance Plans; Robert M. Shehan, Standards
of Reporting; Robert M. Trueblood, Liaison with the
A I C P A ; William H. Frewert, Legislative; Donald I.
Hausman, Federal Taxation; Robert S. Kay, Policy Subcommittee of Annual Meeting Committee; Raymond E.
Perry, Auditing Procedure; Irwin T. David, Membership; Richard H. Gallagher, chairman, Career Opportunities; Glenn J. Hartung, State Taxation; and Joseph
T. Brusherd, Natural Business Year.
Advisory partner Jackson Smart was elected a director
of Thomas Industries, Inc. at their annual board meeting.
Ted David has been appointed to the Technical Education Advisory Committee for Maine Township High
District 207. T h e purpose of the Committee is to develop
a data processing educational center for post-high school
youth and adults.
Cincinnati — Benjamin Bernstein, who is a member of
the AICPA Committee on Relations with Bankers and
Credit Executives, has been appointed chairman of a subcommittee to study and revise the CPA-Banker Relations
Kit and "40 Questions and Answers about Audit Reports," which are issued and published by Robert Morris
Associates. Mr. Bernstein also was appointed to the
T H E QUARTERLY

AICPA subcommittee to determine the type of articles
in which bankers would be interested and to ascertain
how the proper material could get the widest and most
effective exposure.
Alvin S. Reed has been appointed chairman of the
Management Services Committee of the Cincinnati
Chapter of T h e Ohio Society of CPAs for 1965-66.
Benjamin Bernstein and Walter Novikoff are members
of the Consultation Service of The Ohio Society of CPAs.
Mr. Bernstein is a consultant in Management of an Accounting Practice and Mr. Novikoff is a consultant in
Accounting Theory and Auditing Procedures.

Executive office — Sherman Blumenthal is serving on
the Program and Education Committee of the New York
Chapter of the Association for Computing Machinery.
Mr. Blumenthal participated in a panel discussion on the
"Computer's Impact on Management" at Florida Atlantic University. T h e latter was T V taped for classroom use
in the School of Business. Mr. Blumenthal was co-chairman of an AMA seminar on Designing and Implementing
Real-Time Systems on June 23-25 in New York City.

Cleveland — Gregory M. Boni's article Impact of Electronic Data Processing on Auditing is being utilized by
the American Institute of Certified Public Accounts ADP
workshop in their staff training program.

Grand Rapids — Richard E. Herrinton has been appointed associate director of programs of the Grand
Rapids Chapter of the National Association of Accountants for the coming year.

Dallas — David W. Muir was elected vice president of
the Dallas Chapter of Texas Society of CPAs.
Dayton — Keith A. Cunningham has been elected vice
president of the Dayton Chapter of T h e Ohio Society of
Certified Public Accountants for the year 1965-66.
Dan L. Neidlinger has been elected chairman of the
Miami Valley Chapter of T I M S for 1965-66.
Denver — Carleton H. Griffin has been appointed to the
University of Denver Tax Institute, planning the 1965
sessions. Mr. Griffin has been appointed to the Board of
the Educational Foundation of T h e Colorado Society of
CPAs for the next three years.
Robert Stamp is secretary of the General Meetings
Committee of T h e Colorado Society of CPAs.
Charles Husted has been elected secretary of Programs
and Publicity for the Budget Executives Institute. He recently participated in a panel discussion of "Budgeting in
the Future" before the Denver Chapter.
Richard Peterson has been elected secretary of the
American Production and Inventory Control Society.
Howard J. Peterson was a panel member discussing data
processing and automation before the Harvard Business
School Club of Detroit.
Harry G. Troxell was one of the judges in the Junior
Achievement of Southeastern Michigan Treasurer-of-theYear Contest which is sponsored by the Michigan Association of CPAs.
Detroit — Donald R. Wood participated in a panel discussion of "How Computers and D a t a Processing Should
Affect Your Operations Now and in the Next Several
Years" before the Harvard Business School Club.
JUNE,

1965

Bernard Mulvey was appointed chairman of the Committee for Legislation and Tax Reform of the New York
University Tax Society.

Houston — Owen Lipscomb has been asked to serve as
chairman of the Subcommittee on Professional Practice
of the Texas Society of Certified Public Accountants for
1965-66.
T. C. Latter was appointed chairman of the Committee
on Taxation of the Texas Society of Certified Public Accountants for 1965-66.
Leland C. Pickens has been appointed chairman of the
Exhibits Committee for the 1967 convention of the Texas
Society of Certified Public Accountants. Mr. Pickens recently participated as one of the discussion leaders in a
seminar at the University of Texas in Austin at which the
Management Services Committee of the Texas Society of
CPAs conducted the seminar on management services for
interested accounting students.
Kansas City — Loren G. Hoffman was appointed to the
Membership Promotion Committee of the American Institute of Certified Public Accountants.
Mary J. McCann was appointed to the Small Business
Advisory Council of the Small Business Administration of
the State of Missouri. She is also serving as associate editor
of The Woman CPA, the bi-monthly magazine of the
American Woman's Society of Certified Public Accountants. At the Sales and Executives Advertising Club, she
recently participated in an income tax panel workshop
sponsored by the American Society of Women Accountants.
At the University of Missouri School of Business and
Public Administration annual B&PA Week activities
April 5-9, Mary J. McCann was honored as one of three
women who have contributed to the growth of the status
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1
of women through the leadership they have exercised in
the State of Missouri. Mary was presented with a plaque
by Phi Chi Theta, professional fraternity for women, at a
dinner initiating this annual event.
M i l w a u k e e — George Heberer was elected director of
the Milwaukee Chapter of Society for Advancement of
Management for the three-year period 1965-68.
N e w a r k —• William A. Bergen was elected trustee of the
New Jersey State Society of Certified Public Accountants.
He is the retiring president of Bergen Chapter of the New
Jersey State Society.
N e w York — Donald J. Bevis has been appointed to the
National Executive Committee of the University of Michigan for their §55 Million Program, which is the largest
fund raising program of any tax supported institution.
Dennis Mulvihill participated in the program of the Electronics Committee of N R M A .
Victor H. Brown chaired the TRB&S Profitability
Accounting Seminar June 23-24. He was co-chairman of
the AM A Profitability Accounting Seminar June 21-25.
Bernard J. Cianca was the moderator of Case Studies
in Management Services for Retailers presented by the
Retail Accounting Committee of the New York State
Society of CPA's.
Herbert M. Paul presided at the May 25 all-member
technical meeting of the New York State Society. The
subject matter covered was New York State taxation.
Philadelphia — George O. Tonks was elected president
of the Philadelphia Chapter of the Pennsylvania Institute
of Certified Public Accountants.
P h o e n i x — Ira Osman was elected vice president of the
Phoenix Chapter of the Budget Executives Institute for
the coming year.
R. Dixon Wood was appointed a member of the Seventh Annual Arizona State University T a x Institute.
W. A. Thrall and Ira Osman conducted a seminar on
"Model Interviews" for Beta Alpha Psi at the University
of Arizona.
Pittsburgh — Louis A. Werbaneth was elected a member
of the Exeutive Committee of the Pittsburgh Chapter of
the Pennsylvania Institute of CPAs for the year commencing June 1.
Charles A. Koempel has been elected secretary-treasurer of the Tri-State Retail Controllers Association for
the coming year.
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William J. Simpson has been re-elected a director ol
the Pittsburgh Chapter of NAA.
Henry J. Rossi is a member of the Pittsburgh Chapter.
Pennsylvania Institute of CPAs Committee on the Computer and the CPA.
Rochester — James Lawler was chairman of the seminar
on "Analysis and Reporting of Product and Service Costs'*
sponsored by the Rochester Chapter of the National Association of Accountants in March.
San Diego — Raymond D. Taramasco has been elected
secretary of the San Diego Chapter of the Budget Executives Institute for the fiscal year 1965-66.
John J. Malkind has been elected to the Board of Directors of the San Diego Chapter of the California Society
of Certified Public Accountants.
Lois Pearson has been appointed chairman of Woman
of the Year Committee for the San Diego Charter Chapter of the American Business Women's Association. She
was also elected treasurer for the Northwest District Convention to be held in the spring of 1966 in San Diego.
Joseph O. Colton was appointed to the Legislative
Committee of the California Society of Certified Public
Accountants.
San Francisco — Ralph Walters was elected to the Board
of Directors of the California Society of Certified Public
Accountants.
\
San J o s e — Dick Shuma spoke as a member of the panel •
of the Personal Business Management Session and Round
Table of the Small Business Workshop presented by the
Greater San Jose Chamber of Commerce in May.
S e a t t l e — Robert Benjamin has been elected a director
of the Washington Society of Certified Public Accountants.
Advisory partner E. P. Tremper was a member of a
panel on Professional Standards—What is Your Responsibility? The Washington Society of CPA's held the discussions in Seattle, Spokane, and Pasco, on May 1, 7,
and 8.

W a s h i n g t o n , D. C. — Gerald A. Polansky was panel
moderator at a Beta Alpha Psi meeting at the University
of Maryland in March. His topic was "The Internship
Program — Advantages and Disadvantages."
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